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PREFACE 


THE AUTHOR ANP HIS WORK 

The author of the present work, the late Mr. Einar Sundt, was 
bom at Christiania in 1854 and iim during a visit to Stockholm 
in 1917. 

‘ His father was the famous ^ileft Sundt, a clergyman by 
profession, and one of the strf^g personalities ai nine- 
te^th-centuiy Norway. Eilert Sundt was above everything 
dse a keen realist, imbued* with a^deep patriotism and a highly 
developed conception of the social aspects of life. He made 
it ms life-worlAo penetrate into the very depth of his nation’s 
existence, to stpdy the conditions under which it lived, and to 
explain its mentality on the basis of the fact} he had observed. 
It is th^asting honour of Eilert Sundt to have given us a more 
faithful picture of Norway in the middle of last century than 
any* of his contei^oraries, especially as far as the lower classy 
^are tenqemed; but the ecc^omic aspects, quife naturally^ 
did not present themselves to him in the same way as they 
didfto hfs son. In Eilert Wundt’s *workS economic ques^dis 
hold an infejior place. To^ Einif Sundt they were the vg:^ 
pivot of society ; and, throughout his life, he studied tl^em i^th 
an intense interest, chiefly from a practical point of vi^ in 
tis capacity as editor of t]ie well-known Norwegian weekly 
journal Farmandf whicfi he founded in 189}> 

At the time when he started Farmand, Mr. Sundt had about 
tenV^^’ experience behind him as a contributor on economic 
quMions to some of th&leading papers in Norway and Sweden. 
During the wlmle of this peri9d Mr. Sundt lived in ]^dpi^ 
idfere he got tne pronounced preci^ection for England and the 
Eni^sh whidi never forsook He j^as struck by^the 
economic might of the British Empire, j^y the my m which 
the British Nation k^e^ upo^4}ttfiness, b^pits sound reasonini, 
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its fair dealing, its <to)ad-mindedness ;,Aid wheai he returned 
to his country he thought he f ould do fegthing better thAn to 
try totplant some Cjf t^se qualities in iJorwegian soil. 

He wanted to raise Ithe busiwsss community of Nofway,/, 
at^ihat tipe somewhat^ undci^eloped, to \ higher non^ption* 
S>f its importance by closely following the economic develop- 
ment of the colmtry and by viewing it in connexion with 
contemporary events of the world* at large. At a^ time when 
politics occupied — not to say obsessed — ^the minds of*tha 
nation as a whole, Mr. Sundt never tif^d of raising the standai? 
o3f the economic discussions, and of bringing their importance 
home to the public. His jljpipal became ii^ this way one of 
the chief sqjirces of the ecoiomic history of Norway within 
the last quarter of a century, sRid no orife who wishes to study 
this question can dispense^^th^s hies. 

The present work, wMch the author conceiv|d when still 
a young man, and the ideas which-^as he wrote some months 
before, his death — he “ stru^led hard to develop into clearly 
defined theories out of which might grow a fi^mplete system 
of Political Economy,” reveal the late Mr. Sundt in a new 
aspect. Those who met him i^ his daily work, in the midst 
of the kaleidoscojiic hqrry of questions as they present them- 
selves to the modem journalist — ^always nervously interest^, 
strong in his syn\pathies and his antipatlies, never afraid of 
peaking his,^mind — could hardly have realized that theji^er- 
, current of his mind pre-eminently was one of reflection an<f 
cslm reason. Nothing wquld ha% e more surprised them than 
l^am that this man, who, in the opinion of many who knew 
hifti well, very often seemecf to ^ifinp at his contusions, was; 
onH^je Contrary, a s^pw thinker, fillecj with ideas which he re- 
^volved in his mind for a generation in order to turn them int8 
a complete^ system. Yet his boofif prefixes this to be the case. 
Viewing together the needs of man and the labour he must 
perform to satisfy them, the author ultimately came to the 
conclusion that it is the productive^ ideas of man’s work, 
materialized on^ after the other, which constitute the founcjfi- 
t^n of^he fabric of humaa civilization. It Vas the sunr of 
his leisure thoughts after th^|jx)ils of the day. • 

The author, whiK^ully awa^e of the deficiencies of his work 
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reader will ^ily detc^” to use his own words — ^regretted that 
he had nfither time nor patieii^ ” to recist it, at a rather late 
hour in the day when his physical forces ^ere already failing. 
^.But, the other hand, he beheved thatihe theories propound^ 

* m his work “ of tljp tendency ^ wagjss towards lyiformftj^ ; 
of the relation between wages and profit ; of the determining 
influence upo& the entire economic evolution^f the increasing 
tate of capitalization, of rgit, etc., would stand the test^of 
^osesexamination.” also felt convinced that these theones 
would “ throw light upo]/ many oBscure points in the Msto^ 
of the evolution of our civilization.” 

Those who have known the laW Mr. Sundt personally will 
frequently be renunded of him y his wark. Thosp who meet 
hihi M his work for th£ first tin will learn to appreciate some 
of the qualities in him whicf appealed# most strikingly to 
his friends. 

R may bfe added, in conclusion, that the work was conceived 
ancl completed in English, and that it was finished in the year 
19W, a few mgnths before Mr. Sundt’s death. -Parts of the 

* historical sketch, in the latter half of the book, therefore, 
represent a condition of Europe which no longer exists. On 
the other hand, it will be observed that his Economic forecast 
of the pd!st-war period has not yet been fulfilled. 

ft^was the am||itk)n of the author to submit the result of 
his thought and Ills researches to the students o^^the British 
tace which so largely contributed to unfold his views «nd con% ^ 
ceptions ;^and, iif presenting his work to the public, the trustee 
of his memory are perfonning an act of personal tribute wMc{j 
at the same time they hope* is jilStified by the intrinsic valfte 
of the book. 

S. C. Hamhxb. 

October 1920 
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CHAFtl^ I 
INTROMCTION 

Geologists have not been ablvto ag|^e as to the penod when 
im^ mad^Ms first appearance on the earth; it is certain, 
however, that he has exiSted he^e during a very long time, 
ev^ when time is measured not in hundreds or thousands of 
years, but in ^elogical epochs. Many generations may have 
lived and passed away without leaving any trace ; and, we 
shall never be aVle to learn anything about tjie painfully slow 
processe^through which human reason and productive ability 
weae gradually evolpd from their first beginnings. 

Hfcrtoiy, or a fairly continuods record of the happenings 
of miikind, dates from the oldest Egyptian and MSsopotamiaii 
Ibitiqtdties, and, covers only some 6,000 years, xlie cave* 
dwellers fti France, who have left well-made stone axes %p& 
wonderftffly executed carvec^ ^ictgres of the mammoth, livqjt 
in a very hot and moist climate, which preceded a cojppm- 
tiydy cold* and dry epoch, during which France was peeled 
% reaideer hunters^ who w^e also artists and have left fine < 
pictures of the reindeer. This reindeer period was again 
anterior to the European glacial epoch. The implements and 
pmtaes produced by these two pre-glacial peoples evince 
sudl skill that there iSojiome justification for speaking of^ 
elicitation in connexion with thfm. • ^ 

roots of tfie oldest languages Mong to a dim and mstanf 
past, much bepond the oldest antiquities, apd many of thW 
denote simple and rudimaitary forms of "implements 
apd productifin, but ^t ^ven^^ sl^dy of die language rootl^ 




Mankind came into existence i^ntn tfie tirst .{letQg wno 
experienced desi^ and *wlants that could noj^ be satisfied 
by^the things with which nature surrounded hi^ From the 
vei^ moment when man commenced to “ produce ’* the “ com- 
modities ” which he wished to use,^ he had become a Being 
tf^tally different from all other aniifials on the earth. These' 
consume their food in the condition in which they find it; 
and there is no animal, exce^ t man, which ho^ ever made itself 
clothes of any kind. 

The transcendent mystery ii our excellence is thisj'^hy, 
how, or Vhen did man, acmtor^ ically an animal, alone among 
the animals obtain the^'gift^of purposive imagination? Or 
how could a being, which had seen “no garments made by^he 
hand 'of man, imagine that it was naked and feel a wan^ of 
garments ? 'Or whence came a craving for e#oked food, 
fore man had learnt that it was possible to kindle a lire ? 

This mystery evades all attempts of exploration or explana- 
tion. We must rest content to accept as a fact that the human 
race either possessed originally, or acquired at some tjm^ 
during its existence, desires and wants Vllich could not be 
satisfied except by production, i.e. by creating wit&»]flB>our 
objects that did not exist in nature ; and we must also accepf 
aj a fact that man either possessed originally or afterwards 
(squired a brain capable of imagining such previously *non- 
enstent products. ^ c • 

anatomically so near akin to J;he higher animals, differs 
^ from them all in this one respect : he has wants and ^esir^ 

^ which cannot be^ satisfied by any nhtural objects, he must 
I alter, more or less, those things which he finds around him^ 

I tp make them suitable for his requirements. It is this design^ 

I idteration, requiring human labour, w^ch is called production, 
ilbr^ver, if njan has descended, as the evolutionists tejpb^ 
&om tne same stock as tha anthropoid apes, hd owes his 
ent^ation from those cousiqf to his desires, coagse and foolish 
though they mus^ Originally have been, because they have 
cwipelled him to cvork. ( 



* (jf^^unpLlEm mtelligence, 

wotldf ^tlkCHi||h/be^u liAi# atrong |)ian tome le& s^ft 
»'V]^%>^er8i .'thoa^ laiiy/it^ animallr which clinMd 
the* trees fed Hvecf on nuts^ an& who are^said to^ve beenj 
OUT uicestor^must at one time or another have begun toiose | 
by imperoep^le degrees their original ability to live on those 
things whiAi nature offered them, and simultaneously they 
Aust have begun to acquire tastes, desires, and wants which 
did not previously exist in them. Even on the supp&itidh 
that the first faint signs of humamintelligence began to mani- 
fest themselves at the same time as ^the incipient desires, 
it .is hard to conceive how hip reason could possibly have 
developed with sufficient rapiaty to sav^ from extinction a 
being that was already losing*^ore* #r less of its animal in- 
dep^ndenc^allid instincts. 

The difference between instinct and intelligence is one of | 
kinjl and not^of degree. IntelUgence^is the cffild of imagina- 
tion. Many aiftlnals possess tthe most wonderfully developed 
instincts, they a^t as if they were governed by rational motives ; 
but the imaginative element is*completely lacking, and there- 
fore therg is never any innovation. Bees build and regulate 
th^ hives preciselv in the same way now as countless preceding 
genefatiqps of be^ have done,* while the distinctive marln 
gf atf feiinan work is that it is not uniform and^no^ perfect.^ 
When animals shape anything at all they follow their un«. 
erring inAincts, and the resulting fdhns are perfect and cwni 
stant. Man, Jtrying to mqpl^ refractory matter according 
to the dictates of fancy, only succeeds imperfectly; tjie 
variations *and the very •faultiness stamp every product of 
mmian* handicraft as t^e work of a hand attempting with * 
difficulty to realize the ideas of an imaginative brain. Many 
of the inventions which mam has made in the course of count* 
less generations have been due to the very fact that useful 
variations have happen^, because human products are i» 
and therefore differentiated, even when nug}! to 
fimllri^ze the very same idea. * * 

Man, being^lac^ on the eartSi filled ,with cravings tW 
could not be satisfied by existing things, has been prompted 
by his desired to lool^or^nvisiUef fiiiniirs. and out of his inne^ 
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consciousness he fil^s create(|' somethj^ ^ whi& ^had never 
beforp existed. . ^ 

'By w missing *li^ ^volutionirts mean a being which and* 
t62fiically connects the commM prototype pf man and api witD * 
our human ancestors. The real missing l&k, howi^er, would 
be a being thatcwas anatomically a man, butwnentally still 


anFape, without any trace of inventive imagination, and who 
had not yet shaped a single object with a purpose. ^This 
missing link has not beeli discovered, and prpbably nevA 
iJrill fee found. On the contrary, traces of human handicraft 


seem to have been contemjjorary with the oldest remains of 
man, and wherever we find^A object so shaped that we can 
judge that^ it has had a p^ose, wc come unhesi^ingly 
to the conclusion that man mf.ie it. 

The genesis of human cntellecl will for ever remain a fascina- 
ting but insoluble mystery. We are so completrfjrdBurroui^ed 
by the materialized ideas of man, the purposeful products 
of human labour, that by no mental effort can we ima^ne 
the world peopled by men without containing ^fso the products 


of man. But we know that our planet had existed for a very 
long period before man made tiis appearance, and, human his- 
tory having a beginning, there must, consequently, Also have 


been a time when the first ^object of hi^an handicraft Was 
uot yet produced. ' ^ ^ 

^ It is ^^fiScult for us, who hsive grown up with. rtKwaySfj 
telegraphs, and telephones, an^, all the other par^hemalia 
of<modem life, to pictufe to ourselves how life appeared in 
tie Middle Ages, or in classict Rome or Athens. Still less 
BXf wa able to imagine how the ancient Europeans of the 
Stone Age who were the contemporaries of the mammoth con- 
trived to get along. But it is diffioplt to imagine tHe men 
who lived before the inventor of the first stone axe, and wide 


steps divide them from those who first used a bow and arrow, 
ftom those who first discovered a means of making fire, and 
filMn those who made the first mats by braiding or roughly 
twisAfiig fibres between each other.. ^ 

^yith these inventors — ^the Watts, Arkwrights, and Step&n- 
sons of prehistoric C»ges, pferhaps 100,000 or l 80,000 genera- 
tkms ago — ^we coipe down to the l^-rock froy which the 
evolution of human intellect^ fe&S s^rtecS' ^ 
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The siin^efit mettw could ^ot come into existence unless 
i^ireasoning being fim conceiv^ the idea that fibres 
• Jne put together by twisting them in ftnd out OiA' may 
•\uppdle that this being ha(f pl%yed with twigs or grass, and 
had obserM during, the play that if he placed thefti together 
in a certain manner, they remained In the s^e position. It 
is, on the whole, most probable that these early ances^krs 
of #i|fs, whfi must have lived in a genial climate, were playful, 
dhd that they obtained iSieir rudimentary knowledge of matter 
in playing with it and tearing it to pieces, as little dfildren 
still do. But they must have had undefined cravings, which 
they tried to satis%, and, in seekim that Jjy which this craving 
might be stilled, they learned seething very valuable — some 
of th^qualities of matter. Bmh looking for something and 
finding it would have been imposSiye without im&gination 
an4 without Vi reasoning power, only slightly developed, of 
course, but containing the germs ^of development. 

l^rhaps the reader may object that even the mat fs not 
conclusive evidihee that thesc;beings were capable ftf conceiving 
ideas. Let us ^ therefore take another example. It may 
be that the bow and arrow mark an epojh, relatively as 
decisive ig the history of prehistoric man as the invention of 
gunpowder at the ^d of the Middle Ages. Will anybody 
really de^y that fjie* prehistoric Inan, who had seen nothing; 
ip. thei»cntire world suggestive tof a bow, must hafe had some 
idea in his mind that experiments might usefully Be made* 
with a pftce of cane and a string ? • A string does not eyft 
in nature ; that a piece of c^i||s i$ elastic the prehistoric m^tl 
may have discovered quite empirically, but these two^ things 
^ould never have been put together but*for man’s imagiiA* 
tion, iii^ch suggested to hiqi the idea of a bow. The word « 
idea is here used without the slightest metaphysical tinge, 
simply because no other word conveys the same meaning 
of an image on man’s brain of a thing that ddes not exist, 
but which springs into>being because* man wishes to use ^it 
fo»a purpose. • 

Tke bow and 'the arrow tell a loii| tale of these our dTstanlr 
ancestors. If ft man who had no jfjoper toj^ls and no exam^es 
to go by, or ^y experience of hft own, were to fhake at the 
present day ^ ^w aflti arrow^ut^ust of ifecessity become tf 
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mofti dumsy and f sacdcally a wortU^ thingT oouM 
not be used as a woipoB agauist other lien or aimnals. We 
k]}ow Hiat the bow^nd arrow were brought to a high degree 
o{»^rfection by the andent% a^d some living savage# 
dangerous^ weapons in their ^skilfully ma^ bows*ind deadly 
arrows. It is h^dly possible to conceive ho^the first im- 
perfect bow that was made on this earth could have been 
anjd^hing but a plaything, and are therefore ftlmost^ con- 
strained to hold that thednventor dhd his tribe must ha^ 
teen 'like us in this respect, that they spent time and labour 
in inventing and perfecting^ instruments of play. 

An object which has oeei^ snapea t oy numan labour .to 
serve a purpose is a matefialited idea which remains ^^iving 
and actfve force, independently of its creator, as long as 
the object retains so much of its form that thd purpose^for 
which it was made can be recognized. For there is this pecu- 
liarity about the materialized idea and its relation to the hujfian 
brain, that those who see the object in whicft^it is embodied, 
unless it be too complicated, understand the ^purpose as well 
as the brain whjph conceived the idea and invented and pro- 
duced the thing. Moreover, it lives not only in object 
in which it was originally embodied, buf it is 'transferred to 
^nd lives likewise in all obfects which af efmade in ^mithtion 
of the first.* The purpose for which a thing is shapeMpeakg 
*to the fiuman brain just as much as the spoken or written 
sometimes much ^ more forcibly; and, like^words, a 
Materialized idea may be rptaped in the memory, and may 
be repjpoduced after lapse of time. It is, in fact, conceivable 
that the discovery' how to kindle a fire by rubbing a hard 
and soft piece of wood against^each other may ha^ been 
made before maa had begun to use articulate speech. If 
this really happened, the method, might have been imitated 
by other speecUess beings, whom we should nevertheless be 
constrained to acknoWiedge as our andestors, because the imi- 
tation for a purpose would indicate incipient reasoning powor. 

TlS independent life «of materialized ideate makes fhem 
thi germs from wMch hasiheen evolved that wonderful organ, 
the humait intelligence, ^hich contains the accumulated 
Hrealth of ideas Ad expefienoes of thdi^ountleSs generations 
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that hav^ liVed the first stone aie was made. The 
really epoch-making^riod in .&e historwof mankind is there- 
fore the time when the simplest toolstwlra invented, Ind {he 
first %naterialized i^eas were ei^ated. These have ever 
'been readling on meir creator, and humanity couM not now# 
even if it ever so much wished to do so, dissociate itself from 
the overwhelming influence which materialized ideas Jjave 
exeipised Tipon the evolution of man. All existing obj^ts 
^hich embody these ftieas might be destroyed; new ones, 
like them, would immediately be made, for the ideas* wp^ld 
continue to live embedded in our memory, having shaped 
our consciousness in their image^ 

« Let it be emphasized agaiu^that there is n^hing meta- 
physical about these materi||[ized ideas ; on the contrary, 
they are very physical indeed* Thfe^an who wishes to make 
a^stone ax^ must have in his mind an idea beforehand of 
what it is to be like, an3 of hi% purpose in making it. This 
idj^a exists before the labour is undertaken, and is a function 
of his mentafTaculty ; but* when he comes to Realize it, the 
material offers^ resistance, and the execution corresponds only 
partially to the image in his mind, ^ 

We jjpssess no products which date from the beginning 
of hugian evolution. The oldest antiquities which have come 
dof^n Jo us beHn|; to people •who were already somewhal 
adviced in knowledge and# ability. In a welVarranged col- 
lection of stone implements we find undeniable indications hi 
progres? at the very remote *age from which they date. Succes- 
sive improvements of the stojie implements were made, bra^ 
to design and execution, sfiowing that the people who producec 
them we^e able to learn ^y experience and to advance !n skjdl. 

A %tone, which has beeji shaped for a purpose, no matt^] 
how crudely executed, presupposes the capacity of conceiving 
an idea and a purpose, ]^ut apart from these two images or 
the brain of the form and the purpose, a material is requ^ed 
if the conception is Ap be realized,* and this material ofien 
l^esistance to the execution wljich must be overcome npt onl] 
by physical bht also by mental eiiertions. • 

This resistance of the materifi^ in whi^h we are compelled 
to embody our ideas has been the great hindraence to produc- 
tion, but it has aMhe*same#tiK]ft been the main cause of Ih 
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intellectual development of m^kind. ^ fe^hile tBos^ aniipalg 
which build nests or ofherwise act on highly developed instincts 
gen^rall^ produce pmect things, the great characteristic of 
hucnan products is their individuality and irregularity. They 
rre, in facf^* generally more or less fault/. This*fe largely 
due to the resistance of the material. Being more or less 
cleady conscious of his own idea, man can measure how far 
•he has failed in realizing it; and he is thereby ‘promoted 
to give his close attention lo the qucftities of the materials,^ 
in^rder to find out why he does not succeed. 

Under this struggle with matter man has learned more 
' and more of the properties omnatter ; and hie mind, enriched 
by these expt*riences, has expanded, and has thereby gradually 
become able to conceive more complex productive ideas, '^any 
generationli of primitive pian nmst have been occupied with 
the production and the gradual improvement of Aosie implf- 
ments before it became posi^ble to‘ hit upon the idea that 
a hole Could be made in a stone axe by means of the leg bo;fe 
of an animal *'by moving it rapidjy against tilfe stone, with 
sand and water to supply the grinding effect. 

In the workshops from the Stone Age which have been 
discovered, partially completed implements have beeHjifound ; 
and by studying these we learn that the v^orkmen used their 
brains. When they found thkt a stone dkJWhich th^y hhd 
begun to work was faulty, or when they had made a mistrfen 
cdt and spbilt it, they either threw it away, as a modern work- 
man might do under similar circumstances, or they rfcodified 
th^design in order not to lose t^e work which had already 
been spent upon it. This demonstrates that they did not work 
thoilghtlessly, and that their attention was closely"^ riveted 
upon the work in hand. A sculpjtor, who was once ifeked 
how he produced h’s beautiful statues, is reported to have 
given the following reply : “ Nothing is easier, I only cut away 
tho^e portions of the stone which cover the figure.” No Stone 
Age man could have used this bon-mot/^but they acted pre- 
cisely aF indicatecj by the sculptor. By long practice the eye* 
beoameHb sure, the hand so stipple, that the finish^ implement 
with its exquisite lin^ frequently became a marvel of beauty. 
A modem draughtsman would not be able, with all the means 
at his command, to produce d better d^igffed stohl axe than 
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the best ^tnples vMh hav^ been fotmd. They preaeni 
an almost perfect materialization of theirlidea. The material 
has been studied so intimately that no oetter realization pf 
•^he ptrpose could ^^e imaginably as long as stone only wm 
available fltr material. Most people probably thihk of the 
Stone Age man only as a barbarous *brute ; 4t may, however, 
be an open question whether we, the moderns, have equalled 
the ^ne Age man at the period of his highest development 
iif the perfect use of the quality* of materials. His design 
absolutely. fitted the material — he had cut away every pMick 
of matter which was not essential for the materialization 
of the idea. 

In tlifrStone Age workshops gfindipg stores were in common 
use. It may have been accidental!]^ discovered that hard 
sto^e has ^>h^ peculiarity that it may be sharpened when 
ground against a moistened soft sipne, in which respect stone 
behaves just like steel. But only men whose productive 
intelligence had^lready been highly developed by Ibng training 
could have con<5eived the idea of using an animal bone with 
sand and water to grind a round iiole in a ston^axe. No doubt 
the hrst hfi]es that were made in stone axes to hold the handle 
were made by grinding away with a substance having a 
diameter ^equal to^h? desired hole. But afterwards the hole^ 
'jjfas mflde .with the help of a leg bone. Axes have been dis- 
covered which were left unfinished, and where the fiole has 
only parti^ been bored, still lowing «the circular core. A^ 
one who will look at the leg bo^e of a sheep, for instance, wil> 
see at a ^ance how much labour was saved when such a bone 
was used, \)ecause in that case only a thin circle of stoni, 
a little Udder than the walls o^the bone, had to be ground away. 
We cannot say that this was the first or dbhe only labour- 
saving invention which w^s made in the Stone Age, On 
the contrary, there is every reason to believe that a rac^ 
which had reached suchjia Ifigh intelledtual development that 
it could conceive an idea of using leg bones in this manner, 
has probably made many other important inventions. l?any« 
case we know* that they invented this pipcess, which fkct 
alone is sufficient^ to prove that at that period man had 
travelled far ^cmg th^road of his tdbhnical Solution. 
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If b^uty is doAned as p|ifect h&nony djesi^ 

akid material, the Slone Age man has ftft sufficient samples 
o& extent achievemfnt to show himself to have been an 
aaliist of no mean order. But besides utilitarian stpne ftnple^ 
i ments of Exquisite design and workmansffip, thei^have also 
been found real pictures *or carvings executed by him. And 
frosh this we must draw the conclusion that he took pleasure 
in ^reproducing purely artistic conceptions without othe%pur- 
pose than to please his senses. 

• Thtf discovery that certain vegetable substances possess 
colouring matter, which may be used to colour textile fabrics, 
was perhaps made ajready\by the Stone Age man, and the 
use of th^e colours is certainly extremely old. There ..is 
nothing in the ap^pearaqce of the roots which hiif? been 
common^ used for this^purpole which could suggest that ar 
extract from them can impart a brilliant col(miwto tes^ih 
fibres ; and these colours do not \)ecome fast if the fibres 
are nbt treated with certain chemicals which fix the colpur 
What a remarkable thing it is, when you cord? to think of it, 
that prehistoric man can have learnt the very cpmplex chemical 
processes which ,are required. • The chemical substances that 
must be employed to fix the colours are not foundjrhere the 
colouring plants grow. There is only onQ conclusion possible : 
^he prehistoric man who first invented a* njtthod of p olo^ng 
textile fibres with vegetable colours must have been .anitxperi^ 

^ *^mentaliA:. His curiosity must have prompted him to make 
^jperiments at randomu with many substances, lind only 
Jbr the sake of experiment. Cb shall we rather say, that at 
this very remote age the whole race must have been filled 
wtth curiosity as to <he nature of sur^unding matter, and mu^ 
• have been constantly trying to Jearji by experiments some- 
thing about it? cThis last supposition is probably the true 
one. For thousands upon thousands of what we should now 
Qpll scientific experiments must have been made before this 
property of the coloudng plants wbm accidentally discovered 
andd^he fixing achemicals were simultaneously used. • 

• Q\$e similar observatfOns may be made with regard to 
th^ discovery of metals. The ores from* which metals 
are extracted are totally unlike the metals, ^xce^t gold which 

found native ; %nd thetb* K nothlhg the* i^earaiice of 
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the ores which woi^#6tiggest that they^might be made to 
yield a uleful thinf when suSmitted tJ the action of great 
heat. Furthermore, the metals whigh^ai'e , obtained by^ a 
I smelling process, gold and Silver alone excepted, are not 
well, if atSall, suite^for the purpbses to which theydiave after-., 
wards been ^apted, before they have underi^one further treat; 
ment. Pure copper is too soft to be used for implemen 
weapons ;%and the iron as it comes from a smelting 
^11 not make good knives or swgrds, being either too brittle 
or too soft. It must first undergo a further treatment.^ B<j||;h 
copper and iron, when first discovered, must therefore have 
been almost, if pot quite useless ; just as the first bow and 
arrow that man m^de must have been so imperfect that 
tlieyoaijld not possibly have been used as a weapon. It must 
have required many accidental orldesigifed experiments with 
the smeltin of ores before man first secured a piece of metal ; 
and this piece must haVe beeik practically useless to him. 
Only after a great number of subsequent experiments, •which, 
among otherHhings, must have involved the designed or 
accidental mixture of copper with tin, did man obtain a metal 
which he could use. • 

There is nothing in nature which suggests either plant 
cqjouring or metals ; the men who discovered them could 
have no idea ofa tihe utility of* either. Only curiosity as to 
thcfi^fure of the surroundjpg matter could h^ve prompt&l 
them to’ start that unselfish search for the unknown, whidb, 
has nevtr been abandoned, %xid whjph *still occupies humanity. 

To explaih complex pReiomena it is necessary to start 
from ceitein axioms or suppositions. Upmo swpiens has bten, 
•from •the first occasion when we meet him on the earth, p 
reasoning being with * imagination ; beai^y appealed to his 
feelings, and he had been filled with curiosity. Wheti, how, 
or why he obtained these characteristics, which , distinguish 
him from all other anj/nals, we do not know ; but being aefive 
dements in his mental constitution they have created jn him 
that variety of desires which ha^ compelled him to^odijce 
things. Thiise, his materialized^ideas, |^ave reacted cii his 
brain. Out.ofjbhis action and reactioif man*sw evolution has 
resulted. 




CHAPTER II 


PRODUCTION 

A MOST remarkable circumstance in dbnnexion with the pro- 
difitivt evolution of man is, that he had materialized nearly 
all fundamental productive ideas, and even produced works of 
art, before he discovc;red tlfe hrt of smeltin'g metals. Gold, 
which is in ^ome places found pure, was, however, known to 
the Stone Age man e^d used by him. ^ 

The first metal which wjaS discovered, after gold, was copper. 
Later on tin was discovered, and a lucky chantie .which kd 
to the smelting together of c**pper and tin placed the new and 
valuable metal, bronze, in the hands of man. This impoil^nt 
event happened between 8000 and 4000 before the Christian 
Era. And the still more important discovery of the art of 
smelting iron is placed by the best authorities not later than 
1300 to 1400 before the Christian Era. 

The use of metals is therefore not older than about 6,000 
y^ars as regards bronze, and not much morefthan 8,0Q0 y^rs 
as regards the still more important iron. During age^that , 
iiiust be reckoned, not in years, but in geological epochs, man 
had ^existed without havhig the help, which to us ^appears 
ab^lutely indispensable, of these^ metals ; and in, spite of this 
enormous drawback he had succeeded in materializing prac- 
tically all the fundamental productive^'i'deds— weapons, imple- , 
ments, garments, houses, pottery, ,the ^ cultivation of c^eals, 
the doq^estication of animals. What more do we, of the Iron 
Age, do ? Truly has it been said that there is nothing new 
under the sun. We shall later on have occasion to observe 
that many, perhaps most', of the elemeirtis of architecture and 
of art decoration&^also date back to the Stone Age, or, at all 
events, the very earliest ^art of the metal ages. 

It has taken man<:^n immi>&surable number oFgenerations 
to take the fir^c step along the^never-ending rf&d of technical 

ir 
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and intell^ual evol|% jn ; only funtly ^ follow the more 
recent of these steps. * But history, wh^h partially sheds its 
^ light ^«pon the happenings^ around the WMiterranean fi»m 
• 'about 4,000 years b^ore the Chrigtian Era, could not have b^n 
written if liuman reason had not been slowly developed by^ 
«^he many pAceding generations, wliich conquered the. world 
ifnth a stone axe, while their imagination filled their surrovnd- 
ings#with countless purposeful objects, the like of which 4iad 
never before existed in this world/ 

For those who live in civilized countries, and quite aS mifth 
for the savages of our day, it is utterly impossible to imagine 
the condition of £P man who hafl never s^ien a tool of any kind, 
and who was the first to invent one. From our Birth to our 
death are so completely surrounded bpth by human tools 
and the products made with thenf, ®ur speech an^ our way 
of Jeasonmg nave been so entirely moulded by the materialized 
ideas of the generations which haf e preceded us, that not even 
th^most extr^agant fancy could picture for us a world* which 
did not bear ^at impress of man’s master-mind, the tools 
by which he hag subjugated it. 

Let us suppose that apelike beings used stones as missiles ; 
that onoaitone was split in falling, and thereby became a 
sharper and more usaful missile. If this accident first suggested 
to (^e qf these l&ings the idea*of splitting a stone with th^ 
adesigfftomake a weapon of s(fme sort, and if thalf clumsy ston^ 
implement could be disco verq^, it ought to have a greaJ museum 
all to itself, for it would be the first step in the developigSit 
of human reji^on, human ci^niing, and human handicraft. 

But inwall probability there have been not one, bi^t many 
^uch stones. We kdb^hat in historic titnes there have b?en 
many 'independent an<l losally originated civilizations ; and» 
this happened because there were no megns of comimunica- 
tion between the scattered tribes. By analogy it is therefore 
more than probable, it is almost certain, that if our ancestors 
were widely dispersed ^r the globe as most species of animals 
are, before having become reascming or tool-using being|j;they 
must have invented tools independllitly in different locs^itieif ; 
and it is poiftible that all tribe^%f the ^mo sapiens species 
became l(iii1||Trr n^mni ilium iiii Ij' 

No mattgf 5pw ^ fancj^ tho1t)eginning to nave taxen placB, 
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a banning or bl^itiings must-have bdeApoade. * AJbeaag^with 
^crayin^, desires, wai^, different from tfaM of aU other ammals, 
ti^ng TO satisfy these Ify produdn^ with its naked hands some- 
tlfiu^f that did not exist in n|^ure, invented a tool and%iad<f^ < 
^it to assist liis hands-— and in so doing thatWng bafame man. 

It is truly wcsiderful ; but what is equally# wonderful is 
tha^ this primeval man could not have materialized his idea 
before he had accumulated capftal. The object*for ^ch 
he laboured was to satisfy<^his cravin|s ; the idea of the toA 
bUng ^o facilitate this labour, he could not materialize it unless 
he had first accumulated at least a small store of food, sufficient 
to support him while shipping liis rough stone knife. 

The first ^ man who made a stone knife was therefore al^ 
the first capitalist. Instead of continuing to produs^thing^ 
which he‘ might directly^onsume, he saved up sufficient food 
to last him, while making a thing which indirectl^ would h^lp 
him to produce more commodities in the future. Just as 
we sp^ak of accumulated electricity in a batterj^ this prim^f^al 
man accumulated labour in the rough tool whifm he fashioned 
for himself, and he placed himself in a positi 9 n to do so by 
saving for this puipose part of what he had previously produced. 
He might have ceased labouring when his immedjgt^ wants 
had been satisfied, or he might have (continued labouring 
ip order to obtain more to eat. In any of^liftse cases he w6uld 
npt have secVired his tool. But die laboured sufficiently^&ard^ 

^ to get a ^tock of food, which not only satisfied his immediate 
wkqjts, but also kept him ulive while he made the toof; 

^Jt is essential to realize thqt the first tool^ could never 
have been made if a sufficient store had not been saved 
out of current production to provide^Cnb conditions for the 
invention. It is essential, becau^ human labour is carried 
on to-day under ei.actly the same condition as when the first 
stone axe was made. If we will improve our implements we 
must refrain from using all the products of our labour for 
the immediate satisfactibn of our desires, we must save some 
part ^ what wO) produce, and ^thereby accumulate the capital 
a4iicn48 needed for obtaittng tetter tools. 

^ i < . I, ^ ' 

This if the houif that jkik built, ^ ^ 

Thifl if the oom that l^y in the houfe that Jack 

T&ejf the mouse that ate the oom, tl&% lay in the hoW that built, etc. 



preparing ^ irrite the followiii|r ^aragraphs^ tiia 
abov6quoM rhyme 1^ more than once tome to my mini 
If we thinly of any product— the shgelof paper oniwhi^ 
^4hese^es are printed, for instance — and we try tomak^y; 
clear to ourjelves hdW it came info existence, and the general 
conditions un^er which it has been -possibly to make it, we 
shall find we get involved in an endless maze of happeni^s, 
each the cause or conditioir of the other, just as intricate 
a% tifb evolution in tlie above-mentioned nursery rhyme, 
which was invented to amuse children. • • 

Paper is nowadays made mostly from chemical and 
mechanical woodjpulp, and the polp a^ain is manufactured 
from wood. We will^ assume that this paper was made of 
Ndrwege|n pulp. To start at the very beginning : at some 
time in me autumn the forest ow^Jej sent his hewars away 
to the foresV to fell the necessary trees. These men could 
not live iiT a cold climate hke ours^ without houses ; the latter, 
therefore, must have been previously built and furnished, 
as Ai indispenAible condition of beginning the work of felling 
the trees. The men must also dress themselves, when rising, 
and eat their bfeakfast before kaving for tl^ forest. 

Each part of the house, the clothes, and the food have a 
long histdfy. The nails for instance, with which the house 
was^uilt, have rtqAred the establishment of a nail works. 
The ^btfUrers who* made the pails had their houses, clothes, 
Ind food like the timber hewers. Nails could not h^e been 
producedfif there had not bfeen blast furnaces in operatiom; 
and iron mines must have been previously opened to get 
ore, vdth coal* mines to get “the coke. Ships must have been 
built, and* coffee planMons have been Jaid out in * Brazil 
6r somg other over-sea country to supply the hot and fragrant 
drink, of which the hewdrs partook before siting out for their 
day’s labour; and the veiy match which they use, without 
offering it a thought, to light their pipe, is the outcome of^ 
most wonderful industiqpl organization.* The matches are sold 
very cheaply. They are made, of aspen woo^ from Russia, 
chemicals from highly technical English or Glerman ch^ica] 
works, and sulphur from Itdly. #'Jhey could not have 
produced at all if t he science of •chemistry had not been de- 
veloped ; andP 4hi^tndispensal]|}a necessity •of our every-dai 
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Bfe. the mafa*. nrt have been •htoin^ 

tnunp, if technicw ikiU had dot placed%t the dis^oaaltbf the 
matelrmanufaetuTeRriiiachines of strange perfection. 

*'jti8 almost hopeless to attempt to get at the first be|^nnin§, 
a in any analysis of the humian production as it earned on 
to-day. It is in^possible to imagine the production of the 
sm^est and simf^est object which we take in our hands, ex- 
• ce^ with the assistance of a limitless chain of paevious pro- 
ductive activities, each of wjiich was again based upon an cQuaJiy 
4initbss chain of preceding productions. When we study 
the conditions of human productive labour from this point of 
view, we might be inclin^ tp consider ourselves as standing 
on the topcof a pyramid, the bases of wjiich are ever widening, 
as we delve further and further down through n^t a^s. 
But this jnetaphor would l^e quite misleading. W e a/estanding 
on the shoulders of all the generations, which hawS gone before 
us, it is true, and the worj^ of to-day would be unthinkable 
except as a result of the work of yesterday and of all previous 
days ; but 'Our basis of productive activit;f is constahtly 
widening with progressive evolution, because production is 
constantly beings both extended and intensified. If we go 
backwards in history, we shall find that instead of widening, 
the basis of production increasingly narrows. 

Entirely new productive ideas have frimiotime to time J;>een 
created ; and when once mat^alized thke ideas *haj^, as 
r ^previously remarked, lived their own life independently of theif 
creators, because they ))ave stimulated others to omitation. 
%iSh imitations can never be quite exact. And frequently 
n^w productive ideas have com^ about accidentdly by a great 
numbei* of imperceptible variations successive repeti- 

,tions of the object in which the original idea was emtKxlied.^ 
The history of ar]; offers many iflustfations of this tendency 
of small variations to cumulate into a more or less complete 
clutnge of the original idea. At other times variations, amount- 
ixig almost to entirely^ new ideas, haye, however, also been 
introduced by design. 

g When man's brain hod gradually filled with ideas, 
it happened occasionally thff^ one man, more in^ginative thaa 
his f^ws^ ifMHnbii]^ two or more producj^ig ideas, and; 

so doing, created an absolutely new pMtfffmr# idea, whaeli, 
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on liemg ma):erializ|d,#lifted manjdnd a higher plane at, 
prodiKstiv# ability t&an before^ An in^ance, familiar to us 
all, of such a combination leading to a new idea of # hig^r 
/«orde^ is the railway enginfi. Steam engines had been 
for a coiAiderable*1dme in mines, rail-tracks hacb also been* 
used to fadlj^tate the transport of • horse-<J[iven cars, before 
Stephenson’s first engine was evolved The combination of 
these two^deas : the steam engine and the rail-track, and Jthe • 
simifltaneous perfections of the engine, gave to the world a 
means of communication which has completely revolutionised 
human conditions in the course of less than one hundred years. 

The productive capacity of man being limited by his tools, 
aAd hia^isure for making experiments being limited by his 
productiOT,^it follows that the evolh^on of pure, i.e» not im- 
mediate!]^ productive ideas, of his intelligence, and of his 
knoy^ledge of nature muSt necessarily have been extremely 
slaw, before the metals had been discovered and had •come 
intd general us8. From that period onwards, progress, although 
interrupted by ruinous ethnical convulsions, has been more 
and more rapidj particularly during the Graejo-Roman period, 
and duri ng t he last two hundred years. 

But tK^fundamental productive ideas had already been 
created by the Stan^Age man, because he had invented tools. 
dotH^ *the cultivation of c^eals, and the don^estication of 
Vnimals, house-building, etc. Each new idea which has been* 
created and materialized haS made the basis of human pih- 
ductive activity broader and jiore varied ; and this widemnfg 
has continued, and will cofitinue, as long as the world con- 
tinues to •be peopledaJ^ man. The conditions unde/ whi^h 
%e modems live and produ^ are therefore the result of all the* 
productive ideas which •have been created^and materialized 
by man before us. If we go as far back in history as it is 
possible to discern dimly, and if we supplement historical 
search by a close study of the antiqmties left by prehistoric 
man, we shall find the productive basis continually contracting ; 
but, like that of to-day, it always ve^s upon the achievelKents 
of previous generations. Thus return «to what has been 
laid before, tha^ ^e first being who invented the first tool to 
satisfy his d^fes'll)^ somethingrwhich did Aot exist in nature^ 
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was the first mai^* Through an iiwnHunmhlsr long time, 
and by an unbrokea chain, linking us t® him, evfiutioil has 
espied* us to the immensely varied conditions under which 
iw,produce to-day. From these could no more emancipate;! 
• ourselves Hhan we could un3o the influefice whioll the past 
productive evolution of ^ur race with its m^y ideas has 
f exefcised upon human intelligence. 

r ^ 

Stuart Mill says in Principles of Boliiical Economy : * Tlie 
requisites of production are two : labour and appropriate 
natural objects. Labour is either bodily or mental, or, to 
express the distinction more comprehensively, either muscular 
or nervous*; and it is necessary to include in the idea, not 
solely the exertion itself, but all feelings of a disagreeable kidd, 
all bodily inconvenience mental annoyance, connected with 
the employment of one’s thoughts, or muscles,^'or both, in 
a particular occupation. . 

“ If we examine any case of what is called the action*^f 
man upon nature, we shall find that the poA^ers of naftire, 
or in other words the properties of matter, do all the work, 
when once objects are put into the right portion. This one 
operation of putting things into fit places for being acted upon 
by their own internal forces, and by those residing in other 
natural objects, is all that maai does, or cawdn, with matter. , He 
^)nly moves r»ne thing to or from another. ... He haSngHher 
f "means of acting on matter than by moving it. Motion and 
r'.isistance to motion arj; the ofily things which hi* muscles 
^re constructed for. . . . But this is enough to have given 
ail the command which mankind* have acquired over natural 
ferces Immeasurably more powerful themselves; a com- 

c mand which, great as it is already, is without doubt destined 
to become indefinitely greater. He’texerts this power either 
by availing himself of natural forces in existence, or by ar- 
ranging objects in those mixtures and combinations by which 
natural forces are generated; as whqp, by putting a lighted 
match to fuel, and water intc^ a boiler over it, he generates the 
lexpthsive force of steap', a power which has been made so 
largely available ^or the attainment of humar^ purposes. 

“ libour,*then, fn the pl^sical world, is always and solely 
cemployed in putting objtcb\ in motio<f1:fc •properties of 
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matter, t]|p laws of i^ture, do the rest. Tie skill and ingenuity 
of human beings are chiefly exercised in ditoovering movements, 
practicable by their powerj, and cap&ble of bringing about 
the effects which th^y desire. But, while movement is the lS2ly^ 
effect whidi man caji immediately and directly produce by his 
muscles, it if not necessary that he shouM produce directly 
by them dl the movements^ which he requires. ...” • 

• * 

• This definition of huAan labourj once stated, is self-evident. 
But quite different and erroneous opinions had previously bftn 
held. It is remarkable, that starting from this definition, 
Stuart Mill did not subject labobr to a thoroughgoing mechani- 
cal analysis, and so faf as I know this has not yet been done. 

As p'l^uction consists in puttijig things into fit places 
for being^ted upon by their o^ internal forces, we may 
considefHhe human body, as a soipce of power ; the combined 
muscular and nervous exertion whieh is expended by man 
is'^e labour, |nd the movement of the things wh^h is effected 
to put them in the fit places is the work done. These three 
categories : the. human body as a source of power, the labour, 
and the resulting work, may be reduced, likh other manifesta- 
tions of pQjver, to kg. x metre.^ 

Morses differ verj considerably in their strength ; but in 
phy^cal,science h&^e-power (h.p.) has been, rather arbitrarily* 
^xed^s a power equal to lifting 75 kg, x metre pej second* 
Similarl}^ men vary in regajd to their strength and physi(^ 
endurance, but it would be useful to*agree upon a certain lUm 
of kg. X mety per second ^s Ihe measure of an average man- 
power (M.P.), corresponding to a certain percentage of a*H.p.^ 

^ Considered as a power engine and instrument for causing 
motioife in matter, the tunten body is a splendid mechanism.* 
The power of the steam engine is derived* from the calories 
of the fuel ; the human csiergy is in a similar way derived 
from the calories of our food. Just, as some of the fuel^ls 
consumed in the proce'^S of combustion, part of our food is 
consumed in the process of digeslion, 

But here the analogy between tfle engine, or the lifdess 
• • • 

^ The tenng Idlogramme, metre, end kilogram-metre«(kg.m.) are so 
generally used circles that |hcge seems lA purpose in changing 

them into Ei^liih^uni%. [Trs.| ^ ^ 
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mechanism, and ilia living organism ^enfcs. The qiachinc is 
practic^ly imchangctl after a day’s work, and what wear 
a^ tear there is, at any rate, is jiot made good by a part of 
^ the 'fuel; Jhe organism, on Ahe other hand, is contiifiUally 
changing, and a large part of our food, is requiifed for the 
physiological process of renewing the waste, and maintaining 
the body in a strong and healthy condition. After the digestive 
and recuperative processes have been provided for, tlie bajance 
of the ^calories of the food is the source of our energy. Thfe 
bflance is the m.p. or the strength of man, available to do 
labour. 

Men differ like othlr animals in strength,^ because they are 
bom physically different: some are big and strongly buijt, 
others are small and. weak. But their strength may^so vary, 
because one man may hsfve at his disposal plenty of^jod, leaving 
him with a big balance of energy-producing calorics, while 
another man may be so uniierfed that his body is wasted. 

The aninv^l, and therefore also the human Jjody may,cnbt 
inaptly, be compared with an electric accumulator. When 
this has been charged, the electric energy may be taken out 
again — ^rapidly or slowly — ^but one cannot get more energy 
out of it than that with which it was charged.^. The body 
is discharged of its energy every twenty-four hours, and.; re- 
'charged during the hours of sleep— a mystlrious phy^iol^cal 
process, ^the nature of which is practically unknown. ^ < 

^But our strength or the M.P.ois not quite analogous with 
accumulator battery, because it is not an absolutely fixed 
quantity ; it lies in our power ^gradually to increase it within 
c^rtaiib limits by suitable training ; inversely, we may impair 
our strength and fiealth by debauchery and idleness. ^ 

Every morning, when we rise^fr^m our night’s slfeep, we 
have at our disposal the sum of energy with which our body 
has been charged ; it is a very peculiar thing, that we become 
Apparently equally sl^py and tired by the end of the day 
whether we have laboured hard or have been lazy, doing 
nothing, as the saying is. This observation proves that by 
^far^the greater part of^the calories of our food is required 
for maintaiipng tnfc physlblbgical processes whfch continually 
^ on in the bod^^ But ij also proves tJi^a^qj^bSuctive labour 
needt not fatigue us unduly, ^Vpyided it‘ be no^ overdone. 
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The live })ower |f in engine— i.e. th^ piston of a steam 
engine or*the driving shaft of a turbinet--can seldom be used 
directly; it must generally be geared, and it ofted passes 
I through a number ^of wheels oj*^ other gearings before tMse 
movements of m^ter are obtained for which tBe engine is* 
constructed. • This gearing or transformation causes a certain 
loss of power. The energy of the human body must set the ^ 
mufij^les Til motion, and ilT is only through the movements* 
if the muscles of our members, llands, feet, and fingers, that 
we are able to subject matter outside of ourselves to the*motfve 
power of our energy. Just as the gearing of a machine ab- 
sorbs power, so .the movements of oiyr members and other * 
niuscles absorb a past of our energy, and only that sum of 
energy, which is actually transferred frqpi our body to the 
matter, i™n which we wish to a«t,#is productive, Vhile the 
entire ^iCprt, the entire musculy and nervous exertion, is 
the labour. The proporiion between the kg.m. of the total 
effort, and th^ kg.m. motive force transferred to matter, gives 
the rate of the efficiency of labour. 

This rate varies considerably, and it will be mpre closely 
analysed when we come to ‘discuss the%relation between 
wages anjijirofit. Here wc will give only a few illustrations 
to .make it perfectly^ clear what is meant. 

l>t us suppose tlat a bricklliyer’s assistant, who weighi; 
.75 ig., carries bricks on a lifdder to the place work, say, 
10 metres above the ground. If he carries up a load 8f 40 Im., * 
50 kg., fir 60 kg. respectivdy, the labour done in each $&e 
will be : 

75 + 40 xllO* 1,160 •ig.Sii?', while the work dofte will be 40 x 10*«» 

* 400 kg.m. ^ • 

75 -1- 60 X 10 1,250 kg.ril., while the work do§e will be 50 x 10 » 

500 kg.m. 

75 4* 00 X 10 n 1,350 kg.m., ^hile the work done will be 00 x 10 
600 kg.m. « 

In the first case the rate of bfficiency is 84*8 per cei^., in 
the second 40, and in the third 44'4, • 

In this csLsi the higher rate of*e£ciency^s due to a greater 
sum of energf^bw^ expended, ^ut in msgiy kmds of laboujr 
the rate of g^cSpnc^dejjcnds. ijuJon not making the movgnents 
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of the members or ^pusdes greater tlAn |lMolutdy^nece8^ 
for obtaining the end in view. 

Becaifee men vary iif strength, one man may have a greatei 
suih of energy, measured in jK)tential kg| X m., at hi% dis* 
'posal than another man ; and because mefl vary in the rate 
of the efficiency ot their labour, one man tranrfers with the 
sam^ labour a greater sum of kg. X m. energy to matter. 

' From these causes in combination there resultf a g^eat 
difference in the kg. x m. value of a day’s labour of differeiH 
m^n. 

The work done, or^^the operation of “putting things into 
fit places fdr being acted upon by their own internal forces 
and by those residi^'g in other natural objects ” h^ on tte 
other hafid, always and everywhere the same valu^ expressed 
in kg. X m. To build a br^k wall we place one ori^ on the 
top of another, with mortaV between them. When finished, 
it represents so many kg.m. work, as we find when we multjjJly 
the weight of the bricks with the height to whicn each of them 
has been lifted. This sum is the same, whether we examine 
a Roman or a mouern wall, and it makes no difference whether 
the wall is built in America or in Europe. But^the same 
work, done inefficiently, costs more labour than when done 
anergetically. Let us suppose that lo|6(t) bricks, wei^ng 
f kg. each, have been laid in a tier at a height of 10‘mrtrom^ 

‘ the ground. If the bricklayer’s assistants carry 18 bricks, 
we^hing about 40 kg.,' each time they ascend tMe ladder, 
thfy must make 769 turns ; if Jhev take 16 bricks, 625 turns, 
and, wjth 20 bricks each time, 500 turns suffice. This differ- 
ence in labour doel» not, however, sHOt^Titself in the wall ; it 
‘does not become stronger or mom useful because of Riis ad-*" 
ditional labour, iill that is required is, that the bricks have 
been “placed in the right position,” so that they may be 
atted upon by their mutual cohesion and the law of gravitation, 
and it is immaterial how much or h6w little labour it may 
hav^cost to place them there; but this labour must, as long 
ks the work has to be ^ne by human muscular energy, no 
matter how done,*yield 8% Many kg.m. of ene:^ transferred 
from our bddy tf matter, hs is necessar y fiMK^ movincr them 
to the required place or ^la^!^. 
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In man^, 'periupJ in most, kinds of {productive activity 
it is difficult, or sometimes almost impossible, to measure 
exactly in kg.m. the work done, as we f ould do with tie w^, 
•••because production go frequentlyiponsists in moving exceeding 
small quantities of* ipatter over exceedingly small 3istances. 

In sewing, ifor instance, stitches are ms/ie by moving the 
thread by the use of a needle, first through the cloth and4hen ^ 
backwards through it again* each stitch forming a tiny circle. * 
H tWs circle has a circumference ot *0001 m. and if the weight 
of the thread in a stitch is '0001 kg., the work done will oe offiy 
•0000001 kg.m. or of a kg. X m. To do this work 

with the hand involves, in addftion to the labour of threading 
t^Je needle, the labouf of moving the arm to the l?ngth of the 
thread, .'w 50 to 60 cm., and a minimuri energy for holding 
the needli^with the fingers. Let^u# suppose that* the arm 
weighs^Skg., but that thf energy|4equired for merely bending 
the arm on the joint is only one- tenth of what would be needed 
for. lifting 2 ^g. x 50 cm. On this supposition the * indis- 


pensable labour for making a stitch is 


. 2 kg. X 0‘^0 m. 


10 


or only 


•01 kg.m. ; but, though small, •it is neverthHess 100,000 times 
greater th^ the kg.m. value of the resulting work. 

^et precisely in ^uch work as sewing we must bear in 
miitd the definit#)n which Stuart Mill gave of labour th^t 
“ it te necessary to include iif the idea, not solely the exertiop 
itself, but all feelings of a^ disagreeable kind, all fiodily in- * 
conveni&ice or mental annoyance, cdhnected with the employ- 
ment of one^s thoughts, or i|iuscles, or both, in a partic#ir 
occupation.” The sempstress must sit in an awkward position, 
and must frequently Strain her eyes id follow the neeSle, 
and her mind must ctncentrated upon her work, all of 
which means the expenditure of energy, •by which the dis- 
proportion between labcsir and the resulting work is still 
more increased, no matter how efficiently she does her work 
As a contrast, let ha take the labour of the attendant on 
an electric crane, which discharges cargo from a vessel. Let 
us suppose that the crane takes in'^ne lift a ton or 1,000 kg. 
from the hc^d, say 7 metres hdom the i^uay, depositing the 
burden 10 JictKcs from the shi|)’s side. pere*the work exe- 
cuted is X 7 m. m. or 70,000 kg.m. The 
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attendant only shifts the handle, w&clifsets tBe jnachinery 
in motiogn. He must, to do this, move his arm and the handle 
say 50 cm., or just sS large a movement as the sempstress 
^ did in making a stitch. Owing to the resi^nce of the handle/ 
the energy which he must expend is so^iewhat grater than 
that of the sempafcress when making a stitch, at may be as 
muc$l as 1 kg.m. ; and he must use his eyes attentively 
' to watch the signals and what is going on on the quay.^ He 
may, therefore, like the sentpstress, pftform his labour with% 
gifeter or smaller degree of efficiency, but what a difference 
in the result of these two operations, which both require 
the use of a very small sum of muscular energy I 
When to* produce is to “ move things into fit places for 
bdng acted upon by, the forces of labour,” the work to be done 
depends ilpon the weightaoKthe things which have be moved 
by human labour, and thek distances over which tlrsjr must 
pass, both of which are de\ermine(i by the method of pro- 
duction. ^ * 

The labour employed must be sufficient to cause these 
motions, that is to say, a force of the requisite kg.m. energy 
must be transferaid to matter.* Labour, differing in all other 
respects, is commeasurable in this one thing, th^it results 
in the transfer of energy, and an equalr sum of transferred 
i^uscular energy has the same mechanical f^alue, irrespective 
qf time or place. When 1 kg!* is to be lifted by htunan^ 
' muscles f m., the effort must be strong enough to do this work. 

%et us assume that a prehistoric man of average strength 
produced, without any tools whatever, in a given time one 
of* a commodity A\ In this case tlKTlabour was ‘equal to 
the work, for when it had all beendon^e exclusively by human 
muscles, unaided by any implements, the force transferred 
from the body of the labourer to .matter must be equal to 
tha weight of the matter, multiplied by the distances of the 
required motions. This* labour, neceas^ for the production 
of 1 we will call 100, and^ we will say that to produce 
1« A costs 100 labour itfiits. A strong and energetic man 
woufd produce a gi^ter quantity than a weak tfnd lazy one, 
in prehistoric *time| just as t6-day ; and labourer 

Wbuld transfer to matter wtth*N:he same e^^a greater sum 
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of energy t^an an iawdent one. But if weipnsfa to understand 
the evolution by vduqh labour has been saved throu^ sue* 
cessivc improvements of thf methods^ we must fo^ our/ 
*%ten1ic>n on this fact, that 100 labour represents a givro 
kg.m. sum of human*ipuscular energy which must be transferred 
to matter to ^duce I A. * ^ 

The Regression, saving of labour, means that the sime 
kg.m.tfum of labour yields, through the use of a better method 
of^roduction, a greater (fhantity of^product ; when 100 |abour 
units yield, for instance, 2 A instead of 1 A, the labour odJt 
of 1 ^ has been reduced to 50. The labourer need not work 
harder, or more efficiently, buf he produces more, because 
only one half the sun! of kg.m. labour is required to move 
things into fit places to produce 1 .4. • 

Saving m^abour is always due f {'Pj either to thi use of 
tools, wHteh make human Jabour npre effective ; (2) the sub* 
s^ution of natural powers to human energy for moving 
o^eats into places ; (8) the invention of new products 
which cost less labour for obtaining the same purpose. 

• 

A young tree, or a bough or a tree, mayV)e broken with 
our bare haq^s, but if we use an axe or a knife, a small part 
of the energy, which was needed for breaking the tree, is 
suffiejent^to cut it,?because it is tlie property of an axe or a 
Itmfe fo cut through soft wodd by its shape aifd hardness. 
The use of the tool greatly increases the effectivity of the^labour, 
and the fame kg.m. energy transferffed to matter producwl 
a greater result-more pieces ofcyoung trees. 

If prehistoric man wanted burdens transported ovej long 
iistances, fie had to tdtry them on his bacK. At the utmort 
be might thus transport^ 75 sto 80 kg. over a distance of 25 
bo 80 km. in a day. To-day we place the gbods in a railway 
bruck, and transport in one drain perhaps 100 tons in 24 houia 
iOO to 500 km. The ^ork done, in both cases, is the weight 
rf the goods multiplied 1)y the distance's over which they are 
transported, but the labour costHias been reduced to a ii^re 
!raction, because instead of human energy to do the work, 
ve employ the fk)werof steam. Intheg^rain trinsportthehunfim 
abour has be^ ^mctically reduecSi to replepishiflg the coals 
n the fire o^thelSlISine. 
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The prehistoric Anan had to rub\ ikrd ant! ^ wrft {nece 
of wood against each other to obtain fire ; we use for the 
Mme purpose a mat6h which C 9 sts a fraction of a penny. 
^'The lalwur cost of prockction has been reduced <>y atf 
endless number of changes and improvements of the methods 
of production, ufitil it has become to-day oidy an infinitely 
smkll fraction of what it was at its maximum wh ^ jio tools 
had yet been invented. Each new saving, or the gain due 
to th^, latest improvement,' is to be rSeasured by a compariAn 
dot with the original maximum cost, but with the cost of the 
previous, or the next best method. Each new reduction of 
the cost of labour is U further 'reduction of aipreviously reduced 
sum of lalJour, which is necessary for the production of a giyen 
quantity of a convmodity. ^ 

Saving of labour hks ^en the result of thq/imagination 
of man, which has made it possible fo invent improvefrtnethods 
of production, and of man’s willingness to accumulate the 
capil:al necessary for the materialization of t^^^se inventions. 

If prehistoric man had to use one day’s labour, which we will 
call 100 labour j^uiits, to break with his bare*^ hands a certain 
quantity of young trees, which we will call 1 and he could 
obtain 2 A with the use of a roughly-chipped ^ne axe,^ the 
labour cost of I A was reduced, with ^1^ assistance cf this 
” simple tool, Jo 50. If we further assume tKat it did not jfequire 
t ** more than 100 labour to shape this rough tool, the capitSl 
fios also 100, and we ijiay mal^ the following comparison : 

Labour #0o8t of Saving on Saving ii 

spent Production » 100 l^our 300 dayi 

4 — ^ 100 , lA 100...,^ — . — 

, 100 100 2 A ^50 100 , 80,00« 

If 2 A were ‘produced without the use of the roughly- 
shaped axe, it would have cost 200 labour units to pro- 
duce them; each time the sum of 100 labour is expended 
in conjunction with the capital iiwfsted in this tool, thei 
is tJierefore a saving of 100 labour units, and if the tool Iasi 
‘ a year the total a year is 80,000 labour units, or 80 

times as much as* it had^ost to make this took 
The amoilnt capital recmired for rea lizing f given methc 
* of production should notlbe^easured in^Sounds^^hillings, an 
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psnce ; but tlfe labo lir dSst of the tools, ^nd of the other 
means of* production ” in which the capital is invested, 
should be measured, if possible, by the mum of labour Vhicji 

•fir use(^in conjunction with theses means of production. ^ 

* No matter how the capital is invested or what'^the tools 
are, only a giiien number of labourers can simultaneously 
be employed in a given productive operation, and in conjunc- 
tion ^tlm given sum of cafiital. An axe can only be usgl 

* b^ne man at a time ; in a facto^, which is a complicated 
tool, only a given number of labourers can work, depSideirt 
upon its size and the arrangements of the factory. The axe 
or the factory with the necessary raw ^materials have cost 
a given sum of labour to produce; one labourer, •using the 
axe, or all the labourers employed in the /actory, yield in a 
day a giveH sum of labour. The sump of capital invested in 
the tooT^r the factory, divided by the number of labourers 
employed, gives the rate of capitalization, compared with the 

^sum pf labour ^ich is daily yielded by each individual labcftirer. 
At one and the same place and time the rate of* capitaliza- 
tion in various branches of industry may approximately be 
found by comparing the money* value of the^capital invested 
with the number of labourers. In engineering works the 
capitalization per labcoirer is from £56 to £112, while in cellulose 
mills* the capitalizjftiSn is about £560 per labourer. But to^ 
giak^«thSse examples complete it would be necessary to be 
able to compare the sum of labour, measured in kg.m., Iictually 
yielded ptr day, respectively 8y the engineers and the laboui;|fc 
in the cellulose mill. Such % comparison is, however, n^ 
possible, because the work done in different productive opera- 
tions varie*s so muclpin the character of th^ movements* whidh 
Ve required that it is jm^ssible to determine whether the 
sum of efficient labour yielded, or the kg.mi of energy trans- 
ferred to matter by one SQjt of labourers, is equal to, greater, 
or smaller than what another set of labourers yield ; and wh^ 
it is impossible to detefnune to-day, eVen approximately, the 
labour cost of capital, and the «um of labour which is 
daily in conjunction with the canita L it m ust be appareni 
that any attempt to discover whiyt actjjhl relation bet\^i 
oa^utal and ^bour, or the rate* of capitajizatiion, has beei 
in the past, perfectly uslle^ 
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But this much^'we do know, that tile increlse ,of the pro- 
ductivity of human labour has been accompanied ny, and has 
Ijeen ^due to the entployment of constantly more and more 
lircuitous methods of production, and ^each increase tof tttS^' 
productive detour has involved the n^essity of having at ' 
disposal a largen capital. 

^he paper on which these sentences are printed is manu- 
factured from cellulose. The logs, of which cellulose i^made, 
are cut in the autumn, they are floated down the river in^he 
spring, and received at the cellulose mill by midsummer. The 
mills store a stock of logs sufficient for one year to get a supply 
of perfectly dry wcod. They do not begin to use the logs 
before a year has passed, and a new -winter’s supply of Jogs 
has been received.^ Consequently the particular log from which 
this paper has been n*an^factured may have b^ cut down 
at least a year and a hal^^ and perhaps two years ^o. The 
log-cutter received his money from the forest owner, whc>^ 
was in turn paid by the cellulose maker. W^n the celbiTose 
maker delivers a parcel of cellulose to the paper mill, and gets 
his payment, his outlay is refunded both for the raw material 
and for the wages paid to the labourers in the cellulose mill. 
The paper maker sells his product to the publigjier, who not 
only pays for the paper, but also the printer’s and the hook- 
, binder’s bill ; when a purchaser buys a*^copy of the J)Ook, 
the purchase sum refunds a share of the capital oufia^ of aji 
those ^o have been engaged in the numerous processes which 
tit^ether form the productive cfiain that has resulifed in this 
Opok being ready for the use ot^he reader. 

The characteristic of the circuitous or indirect productive 
ihethod is, that the intermediary products are mostly non- 
' consumable. The pulp wood mfgh^. of course, be Used as 
fire- wood, but as* a matter of fact, it is never, or hardly ever, 
used in that manner. Cellulose ie practictdly useless except 
as the raw material for paper-making. Printing paper might 
conceivably be used for writing or wr&pping purposes ; but it 
is rgjally not made for any other purpose t^n to be printed upon, 
*^and the printed sh^/jja^ould not be of much use to anyl^y 
if fhey had not bew bou«d <tnto books by the bookbinder. 

The workmen ^who are feugaged in the va^ous branches 
S)f industry, and without Vh^e labour mfSSSrn pointed books 
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productW* 

wuiu nut uc Hiaue, m«*st &ch day have consumable commodi- 
ties for the^satisfaction of their needs. If tney had not these 
at their disposal they would be unable to eontinue their l&bour. 

•ftidire^ production, which maV ti|ke years before a consumabU 

• commodity can be produced, would be impossible if sufficient 
labour had not^been accumulated in tonsunsable commodities 
to support the labourers from the moment when the indiaect 
produ^ioiT begins until the ‘finished and consumable article 

* pays its part of the entife chain df the precedent circuitous 
processes. The requisite capital for the whole of th?^ pr^ 
cesses is an accumulation of consumable commodities, equal 
to the quantity oi^ such commodities whi^h might have been 
produced directly by the labourers during the tim^ in which 
they have been occupied in making the ^tools and all the 
non-consuni;'ble products of, the indirect method. Also the 
labour of the final product is ftiat fraction of the laboui 
cost Of all the preceding processes, which justly falls on each 

the fir^shed and consumable commodity. • 
This book, which is set up with modern type sftid printec 
in a modern press, and bound with modern tools, can be sole 
for much less than it would have cost if ii had been pro 
duced on p^yrus and written with a pen. A part of th( 
labqur of the log-he^er, of the river labourers who fioatec 
the logs, of the lab^Ars in the cellulose mill and in the pape: 
mill, fhe compositors, the bookbinders, and a number o: 
others who have more or less indirectly contributed* to th< 
final worR — a part of all tlJfese various kinds of labour 
represented by this book. cannot tell what its laboui 
cost has been •* but we kno^ that whatever it may have beei 
it is only *a small fraction of what it would have cost if ¥ 
liad no% been made in this cifcuitous and very indirect manner 
The indirect methods of production hane only gradually 
become as complicjited as ^hey are to-day, not only becaus 
they have been invented slowly and step by step, but alg( 
because the productioft pf non-consufnable commodities b; 
indirect methods could not be extended beyond the capitc 
accumulation of the world at each i fttage of the industrii 
evolution. 

The obj^' c^buman laboifi* is to produce consumabl 
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commodities for gic satisfaction oftnal's wanfts imd desires. 
Indirect production increases to a growing exteV the pro- 
ductifity of labour dby reducing the labour cost of a given 
(quantity of the consumable (fommodi^, but the 
capitalization increases more rapidly thali the labour cost 
reduced. 

She improvements of productive methods have on some 
tjpcasions been great, and on other occasions To 

umplify a schematic view of the productive evolution, we vrill, 
ujweVer, assume that each new improvement has resulted 
1 the saving of half the cost of labour that was necessary 
inder the previous ,^ethod, ^r that the sj^me sum of labour 
xpended has always produced twice the quantity obtainable 
with the previous method. We will let A stand for a given 
quantity of commodifies ^n general. 

To simplify still more l^he schematic view, we wilPsuppose 
that each new improvement of the method which has resulted 
in reducing the cost of labour by one-half, ^s necessij^afeff^ 
the employment of three times greater capital per labourer 
than sufficed with the previous method. 

This is, of co|>rse, assuming a rate of capitalization which 
is quite arbitrary, and it hai been adopted because it makes 
calculation easy. But the rate of capitalization has 
constantly growing, and, in the absenbe^of any facts •upon 
which we may form an estimfate of what the capitakzatiqp 
has betn in various epochs of the productive evolution, this 
supposition will do as wdl as any^ other to show the tendency. 
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The reader *mll piSbaUly at first sight this table so 

fantastic th^ he will be inclined to consider if quite nons^sical. 
But if he will take the trouble to study the figures, and*teflect 
•mhat tjiey stand for, I believb tl|at he will come to the con^ 
• elusion that .they convey a very reasonable idea. 

100 labour r^resent a given sum of human muscular energy 
(xkg. X m.) transferred to matter for productive purposes. 
There ^s irothing absurd in the snpposition that this sum qf 
^ial^ur actually expended^ “ to movi things into fit places for 
being acted upon by their internal forces or the forces raiding 
in other things ” results, with modern methods of production, 
in the production pf 512 A or more, agaiisst only 1 A, which 
prehistoric man could produce without tools with •the same 
surf of energy transferred to matter. Also^if the production 
is 512 times larger, and we call the cost of 1 .4 without any 
tools 100 labour, the cost of 1 ^ 4iil have been reduced to 
•0195 labour. * 

'“^o^obtain th^ saving of labour the capital invested in •suc- 
cessive productive methods has been constantly 'increased, 
until it has become at the present moment enormous. Or, 
to put the same thing in other words, in egder to be able 
to produce the consumable commodities which he desires, 
with^a smaller labour post, man has expended more and more 
labour on the prodycflon of commodities which he consumes ^ 
^durinjithfe time when he is oc<?upied in the production of the 
n?)n-consumable products of the indirect methods of pro(^ction. 

To tak^ one example whi?h is easily stated : the cost pi 
transport was at its maximum |when done entirely by humana 
labour. In cofnparison railway transport costs very little ; 
but what dhpital ha» been invested to make modem railway 
Ibrvice possible ! i 

It is, however, immaterial for the concluiJbn which I am 
going to draw from the ta^le what the increase of the rate 
of capitalization has actually been, if only the broad fact 
accepted that it increa^s, and is much higher now than in 
past ages. 

The gain, oi^the saving of laboui^ w^i^can be obtain!^ 
by introducing new and impro^ method^ of •production, 
is only the nw »Jp«ng .of labouA campared with the labour ' 
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cost <rf the pre^ous method, and lifrwawbe observed th^ this 
gain — on the sup^sition upon which the table is^^cpnstructed 
— dwnys remains the same, when the same sum of laboiur 
yielded by the labourer in (^onjunction with the capitaJ, Di|b^ 
regarding^for the moment the fact that <the material objects < 
in which the ca,mtal is invested — tools, buil^ngs, etc. — are 
gr^ually worn out, it is evident that the gam or the saving 
of labour which may be achieved during a year o£»800 days 
feom the employment of cf*pital in new and improved rSetljp^ 
pf production, in conjunction with the same sum of labour, 
must be a rapidly sinking percentage on the capital when 
the capitalization c;onstantly^ increases. 

* 

Indirect or circuitous methods of production, requiring 
relatively large capital, are not a comparatively new and 
modem feature in the etrolution of mankind. Prior to the 
accidental or intentional inventioti of bronze, the Stone Age 
man must have opened copper and tin mine^ and as copper 
and tin cn-es are not generally found at the same plkce, a 
certain development of trade and navigation must have been 
reached before h became possible to produce bronze by the 
mixture of the two metals. It must have taken a very long 
time, from the time when the mining of the ores was begun, 
until a finished bronze weapon or other ipiplement was^ready 
for use ; and a considerable capital must have been accu^^ated 
’ to support the labourers during the long time in which th8y 
produced only those ^uon-consdmable things, the«ores, and 
jc tile two, in their unmixed stat.e, almost useless metals. 

Capital cannot be accumulated in any other way than 
(by cAaving a part of the current production of consumable 
commodities, and a glance at the table will show th^t in 
early stages of evolution the productivity of labour was ex- 
tremely small. The prospect of the enormous gain which each 
new improvement offered in the beginning of productive 
evolution, and the relatively small accumulations of capital 
which were needed to realize it, must have been sufficient 
, temptation to indu^ prehistoric man to submit to gre&t 
privations in orch^^to obtain the means of saying his labour. 
But capital could only a^umulate slowly at^.the beginning 

' Avniiifinn niiA.i2±xt.v conaiiniAhle 
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commodities^ which were produced was no% great enough to 
*^ennit a large accumulation of commochties for use 
indirect production 

* During a long time* in the infancy ^of the human race our 
ancestors probdlWy lived in a communistic society, in wluch 
the tools which they gradually jusquired, and the products 
^of the iaily toil, were the property ^the entire tribe or famil)^ 
Buf at the period when history begins we find that Wer^ 
where a few were possessed of wealth, and the masses were 
poor and compelled to work for the benefit of the rich, partly 
as free individuals, •partly as slaves. * • 

Thraldom existed in*the primitive Greek society of which 
Homer sings, and in the simple agryultftral comnqjinities 
of Ital)^efore Rome was founded, atid there are many traces 
of slavery in the Bible. In Egypt and the ancient Baby- 
lonian and Assyrian kingdoms the majority of the popula- 
tion was probaWy more or less in a condition oL serfdom. 
It is certain that slavery was the basis of the Phoenician, 
and afterwards of the Carthaginian trading and industrial 
cities, and slavery was the curse of the civilization of the Roman 
Empire, contiibuting probably more than any other single 
causff to its final fall. ^ ^ 

The^anqjent Norwegians and, the Anglo-Saxons and other 
GtrmaiSc peoples also kept thralls, and although slavery 
never attained such dimensioits as in the Grseco-Romam era 4 
the difference in wealth and social stanSing between the greA ^ 
landowners and^fhe other f^emln was so great that it pave(> 
the way for,the bondage which became the lot of the majority^ 
the agricultural population at the beginning of the Middle 
Ages in lilmost all the countfies of Western ^Europe. 

The past civilizations, of which history has kept a record, 
have therefore all been built*up on a system entirely different 
from the one which exists in modem society, where capitaf 
must enlist in its services Tree lajiourers by offering them a 
suflBciently attractive wage. In the Graeco-Roman woifd 
the poor freeme^. had not only to suffer the actual covg- 
petition of slave-produced goods, Ibift the curse^of slavery 
was that all manual labour was h4d Jn conteftipt. The same 
preju^ce exists to-d^ in, countries wheje coloured labourers 
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<ire used for doing) rough work. As a consequent the proud 
itizens of Rome finally became a worthless, lazy proletariat, 
iepenSent upon the*public corn supply. 

When a prehistoric man had made fpr himself a stone axe 
nrhich he retained for his own use, he was hiftiself the capit- 
Uift, and reaped the whole benefit of a larger production. 
But the final achievement of t!ie Stone Age, the*^in\iention 
uid pr jduction of bronze tools, would not have become possible 
if comparatively great wealth had not been accumulated. 
The large capital which was required for such protracted 
undertakings as mifies could 'not be accuncAulated by a single 
person who saved a part of his own production of consumable 
commodities. This great wealth could only be formed as 
the result of a slow^ci^J process. We do not know undei 
what forms of joint ownership the , -earliest mines were worked. 
Butrin historical times stone quarries and mines were generally 
worked by the Ancients with slave labour for/ the sake ef the 
State, or of rich companies which leased them from the State. 

Between these two extremes — a simple cstone axe made, 
owned, and used by a single prehistoric man on the one side, 
and on the other side costly copper and tin mkjes, employing 
many labourers, and worked on behajf of companies op the 
State — ^lies the remarkable evolution thrSugh whic^ mankind 
had passed*' during the Stone Age. We shall never iSiow i^t 
^hat &age of evolution the di^erentiation began, when some 
SUved a part of what t^ey had produced, accumulating capital 
^and thus becoming possessed jf wealth, while pthers consumed 
^eachcday all that which they I&d produced, aqd therefore 
remained poor. Human nature was probably in the Sto^ 
Age the same as it is to-day; t few people are ecdnomicfu^ 
the majority are* reckless spendthrifts. Owing to the enormous 
saving of labour which was obtained with the first improvements 
t)f the methods of pijpduction, the possessor of the nmderate 
capital which was sufficient to introduce them gained an 
inmense advantage over Ihe rest of the tribe, who could 
npt afford the gspv^nd excellent tools. Among these ad- 
vantages not th^ lea.< important was thfe, that having 
once accuniulattd by his sj^vings this smdl ce^ital, he might 
continue accumulating wealth ^without great ^hardship, be- 
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cause lus 4 >roduction of consumable comnfxiities was so much 
greater than that of those who had ^ot yet got ai|y tools.^ 
^To-day the capitalist has also j the advantage over the 
man,^that he may |R!Cumulate more capital without any feeling t 
of hardship, while the poor man ipust submit to privations 
if he wishes to save only a small sum. But the diff^nce 
in favour of the capitalist w|is much greater in the begin-^ 
mng^f the Stone Age than it i^o-day. 

Technical progress must have continued a long time, and 
passed through many stages of gradual improvements of 
the tools with a Relatively direct production, befoue it became 
possible to invent more circuitous and indirect methods 
of production, and before the large japiftd could bgve been 
accumulated which was necessaly for introducing these 
methods. • 

But at some stage of evolution this change took place; 
and* because \he indirect production generally requires the 
co-operation of a great number of labourers in conjunction 
with large capital, the employpaent of hir^ labourers began 
simultaneously with the introduction of such methods, whereas 
the one ma» who was the owner of an axe might personally 
w(J!rk with his own Apital for histown account, and cenerally 
did^oijc so. * 

• l 5 us see if we can discover the principle upcm whicH 
the wagg, or the payment to the hijed labourers, toS fixed. 
We will use for this purpose the schematic table of the sa^%^ 
of labour by the use of t^ successively improved methods*on 
page 80. , 

^ We will suppose that the first three stages of improvement 
had been reached by pCopfe who had personally accumulated 
the capital required for the better tools, and that they had^ 
used these tools in their work for the direct satisfaction of their 
desires with the products of their own lAnds. At the third stage 
100 labour produced with* the in^proved tools 8 A commodity. 

We will further assume that the i\ext great improvement 
of the productive method, with a capita^^tion of 2,700 •per 
labourer, involved the use of s^much capital gnd such pro- 
tracted preparations that it waa beyond file savings of th# 
majority c^the l^be. 
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One man, or a fer? men, had, however, accumulatj^d enough 
capital ^ start this ne^w method of production, and they asked 
Mie other members of the tribj^ ta help them with the labour, ^ 
V. offering to pay them for their service. I f^ill leave asidte for 
the moment the puestiop of compulsoiy or slave labour, 
of w^ch I shall speak afterwards. If the othft members of 
the tribe were at liberty to Accept or refuse the offer, what 
wdhld be the payment wl^h they would demand ? H'hey 
ar^ reqiSired to give their labour, anrf to work in conjunctidh 
with the new capital. When their labour has the kg.m. value 
k of 100 transferred upon matter, they can produce with the same, 
when using their own tools,' 8 A commodity. The object 
of their previous work has been to get these 8 A commodities ; 
evidentljj they will itot g^ve their labour for hire to do a different 
kind of work with another set of tools unless they obtain a 
wage which is at least equal to the price at which they might 
sell their product 8 A commodities, or for which they mighty 
buy the same of others. Why should they Aindertake^ to 
work for a smaller compensation than they could obtain by 
continuing to produce by their old method ? •But the labour 
cost of 8 ^ commodity was the same as 4 -4 with the previous 
method, or 2 A with the first tool, or 1 A withtiit any tool 


whatever. Consequently, tfee wage will 4)e fixed at the price 
kt which the product of 100 labour could ^ sold at ^ j^od 
, When it was produced without any help of any tool whawver.^ 
Iiy the* beginning, before tools were introduced, tl^ labour 
fipA of A commodity was at its maximum, and the unit of 
wiiges is consequently the maximum ^ost price of the small quan- 
tify ofi.A commodity, which could be produced with 100 labour 
^without any tools. This unit is always and everywhere ihei 
same, , ' ® 

^ The capitalist must pay to the labourers for each 100 labour 
the selling price of what this sunf of labour produced with 
the last method which es carried on by the labourer with his 


own tools and on his own account! and as the labour cost 
is 'ffUQy the selling price of the product will also be 100. In 
\hecSame currency -^jP^fiich the products are bcmght and sold 
the capitalist jnust pay af w^ges 100 each time* the labourers 
^eld 100 labour.*’ ^ ^ • 

Ouf supposition is, fhat each^qpw jtnethqd leads to double 
• s . • 



PRODUCTIOil 87 

pnAuctio^ vith the same labour. Thegcapitalist pays for 
100 labour, but he gets by his new method 16^ instead of 
8 and the labour cost is reduced from 12*5 to 6*25 per 

capitalist us^s the whole" of the productioi\ personally, 
he gains 6*25 per*l or 100 each time the labourers yield 
100 labour. But the large capital which ft invested, and the 
large numbers of labourers who are employed, result ^n a 
very#large production, an(f as ^ rule the capitalist canaot" 
personally use the who)fe of the output ; he must s9l a jgart 
of it. What price can he obtain ? If he demands 12*5 per 
1 A^ the other members of the tribe will have no advantage 
in buying from him, because il does nA cost th^ more to 
continue producing ifvlth their old method. If the capitalist 
sells at 6*25 per 1 A^ he gains nothing getting only as much 
back^as he must pay in wages. The capitalist musl try to 
stimulate the consumpticii of the commodity A by offering 
his goods for less than the previous labour cost, and he tries 
to gain as mtch as possible; as a rule it may supposed 
that the selling price will oscillate at about half the difference 
between the labour cost of the new and of the old method ; 
that is to say, in this case, at 9*'b7 per 1 A, ^(Jn this supposi- 
tion the cap^alist will produce with his hired labour in con- 
junction with his capital l^A: ^ 

. •^Costing . • . . .*100 

Which he sells at 9*375 per I A . . . = 

Making a profit of . . .• . . 50 

The meaning of these figprel is this ; 

When the labourers receive as wage the selling price tf 
^what they could have produced for themselves with the less 
perfect* method, and ^eif the capitalist ^ells the product 
at a price half-way between the labour cost of his better 
method and the previous ihethod, he makes a profit of 50 per 
cent* on the wage whicji he pays to hi# labourers. The profit 
on capital is a part of th*e laboiy* cost which is saved by the 
use of the capital. If the labourers use their wage 100 to 8uy 
the commodities of the capitalist at the r^uced price, instead 
of continuing fo produce the samdpefsonally, thqy get 10*67 A 
instead of oiSly 8 A, while the ^gitalist rftains for himself* 
5*38 A, or the selfii^ price o£ fjie same, ^ his profit. A brofit 
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of 50 per day is 1^*000 per ymi of M dftyt, dr*e^ to ^555 
per cent per annum on a c^lal of 1,700. 

^ J^&goone 8 tcpWth»;ia®cwer«iidrtfflbctlw 

is invented^ and although it a capitaliaation of ^ 400 ' 

the capita] is found, and a sufficient ntim^ of labourers are 
engaged at the safnc wa^ of 100 for each 100 labour which 
the/ yield. The production is increased to 02 at a labour 
coct of 3*125 per 1 /f. Wj|fen tliis entire production « sold 
at 4^68/peT 1 A, the profit is the sa*Jie as in the case of the 
prt\ious method, but 15,000 profit per annum is only equal 
to 185 per cent, per annum on a capital of 8,100, while the 
labourers, if they bily A conimodity for their wage 100, get 
21-3 A inkead of 10*67 with the previous method, or 8 A 
vhen they produced this commodity directly for themselves 
nth tbhir own tools. ^ ^ 

The rate of wages for each lOO^Jabour remains the same 
through all succeeding improvements of production ; that is 
to say, the^ labourers are paid for a given kg.mt sum of labour 
in the currency in which the commodities produced with their 
labour arc sold, the same sum which they coujd have obtained 
when working ^ith the previous method. The profit of the 
capital is a part of the saving of labour due to thg improvement 
of the method of production, which could mt have been introdwed 
iunless the capital had been available, \ltasured in curtmey, 
irthe wage for ^a given sum of labour always remains the %ame^* 
measupld in the commodities, in^the production of which the 
lalourer takes part, tke^wage of a given kg.m. sum of labour 
hipistantly increases with the fall in the selling price of the 
commodities. ^ 

^ But if the capitalization increases more rapidly than the 
‘ reduction of the labour cost of Jjroduction, the annfial rate' 
of profit on capital, in conjunction with an equal sum of labour, 
rapidly sinks. * 

‘ If^the capitalization ^^nc^eases from 8,100 to 24,800 in order 
to increase the production of 100 labour from 82 to 64 A, 
the profit on 100 labour of ‘half the saving of labour would 

• be only : 0 ^ 

1 t 

Production 64 A, lellteg at 2*84 per 1 150 

Wages ' . , ^ 100 

.. ^ f Profit ^ ’ .•50 
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or itfjOOO perannum, equal to 61*5 per on 94,800. We 
may think*that this is a very high rate of j^fit ; but it would 
seem small in comparison with the 185 p« cent, of the previous 
meth^. ^ • I * 

The capitalists had only one means of countefacting this 
fall in the ra^ of profit : they were obliged to seek means 
of inducing their labourers to perform a more efficient labour, 
or to^rield a greater kg.m. sum oiUabour, transferred to matter^ 
in conjunction with the capital. Now the only wa^^ getting 
more efficient labour was to make it worth the while of^he 
labourers to exert themselves more energetically. The labourer 
must get higher^ wages per day. The# efficiency of labour 
depends, as I have previously explained, either ftpon doing 
the work more energetically, or upon making those movements 
of the body, of the arms, legs, or finfers, through vihich the 
human muscular energy is transmitted to matter, smaller and 
more purposeful. The difference between the usefulness of 
the^work doiy at a complicated machine by a skilled artisan 
and a Sandwich islander is enormous ; not becaust? the former 
is stronger than the latter, but because he has learnt to do 
his work more efficiently, and with the\ smallest possible 
expenditure of physical exertion. 

jirhe efficiency grovfs gradually with the progressive improve- 
mcnis in the metIjtKS of production ; it would not be possible 
^to ^ the same amount of wofk out of a savage as from traineS 
civilized labourers. But within certain limits it is^possible 
to obtaift an increase of the efficiency by offering airindjtee- 
ment in the shape of higheri daily wages. The wages mij^t 
be advanced • first ; the “efficiency increases only gradually, 
and for a time thetcost of labour therefore becomes soTnewhat 
highei than the normal rs^e, but in the long run competitiom 
between the labourers forces up the average rate of efficiency 
to the standard rate of ^ages. That is to say, if one sel of 
labourers get twice as high wages per day as another set, 
the former will, after* a. while, do twice as much kg.m. labour 
as the latter ; and it is useless to think one may come to under- 
stand the relation between wages, cost of labour, and profit, 
if one does not grasp the fact that rate of wages for a given 
sum of kg!m. labour is everywhere and ^always the same; 
or rather, Jt tevds to uniformity, •oscillating a little over ailfl 
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A little under t&e‘ average rate. This average is the Jkliii^ 
price in a primitive society of the small quantity ’bf the com- 
modity which could, be produced with this sum of labour 
if^thout any tools. f ' 

For thef labourer the material consideration is, huw wuuu 
he can earn in wages per day; for the employer who hires 
hinj, the important question is what is the labour cost per 
i^t of production. If oui early capitalist pays twO| wages 
^r da^*.astead of one, he will after % while obtain 200 instead 
of 100 labour. And his profit will be: 

Production 64 A X 2 = 128 ^ @ 2*34 = 800 

less wages . . . . ' . 200 

Profit . 100 

<1 

or 80,000 per annum, 6qual to 123 per cent, per annum instead* 

' of 81*5 per cent, on 24,800. 

If we suppose that wages per k&y are doubled, and the 
sum ^of labour yielded increases in proportion each tigie a 
new method of production is introduced, by which half the 
previous labour cost is saved, we get a schematic table as on 
page 41. . 

The table supposes that at the eleventh sta^e of the in- 
dustrial evolution the capitalization i$ 5,904,900 ; as JOO 
is the sum of efficient laboar, or kg.m. Ikbqur, which th% pre- 
^storic man, 4 .without any tools,’ yielded in a day, the®cajtStali- 
zation ja 59,049 times the kg.m. value of this labour. 

dn tne Far East a man may stVll be hired at a w&ge of 4d. 
q^aay, and this is much more^han the first prehistoric man 
cdhld have earned ; even if we take 2fd. per day as a basis 
of coifaparison, we come to a capitalizaftion of o’hly £764, 
f' ca rate which is considerably ei^peeded in many blanches ^ 
of modem industi/. Moreover, there are many branches of 
European or American industry where the daily wage of 
skilled labour is 64 times 2jd., or over 14s. And although 
87,676 of the commodity is a v^yy* large quantity, it is 
probably not too large when it is remembered that this figure 
jtands for what a modem skilled labourer may buy of commodi* 
ties c with his wages^ in comparison with the quantity which 
the prehistoTKL m^n could pi^uce in a day with his nak fd 
hands, and before he had Ls<vet omf. his Arcf fnoY 
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The relation Wween capital and labour depends no^ only 
upon the rate ofVage paid for the labour, but also upon the 
rate of profit of capital. f 

That the unit rate of wages 'is always and ever 3 rw|Mre thft) 
same as T maintain, or rather that it tend§ towards uniformity, • 
is confirmed by^the experience of grteat iijtemational con- 
tractors, who have found that the cost of labour is everywhere 
jibout the same, although (h.ily Wages in different counties vary^ 
to a considerable extmt. I wilktry to prove in the chapter 
wages, that where the rate of wages differs from the general 
unit standard, falling below or rising above it, with a corre- 
sponding variation of the cost of labour, variation is 
generall}^ compensated by a corresponding variation in the 
selling price of f he commodities produced by such labour ; 
when <the labour cosfr’ falls below the normal, the commodities 
sell for less than the average price of goods manufactured on 
the same stage of capitalization, and inversely, when the labour 
cost is higher than the normal. 

Slave labour costs only the sum of food, , clothes, and shel- 
ter which is given to the slave, but experience of slave labour 
is, I believe, that in spite of severe task-masters, it is so 
nefficient that the cost of a given kgdu. sum of such labour 
s fully as high as that of 'free labour. * •. t 

Supposing, however, that 'my contention is correct, tjjat 
jurr^cy wages for a given kgjn. sum of labour are always 
|he same, it remains •H^o be considered how far the assump- 
tion that the rate of profit constantly sinks, and that wages, 
measured in commodities, consequently advance with suc- 
ceeding improvements of the methods of produc1:ion, agrees 
with experience. y , * * 

If the saving ^f labour is due to improved methods of pro- 
duction, and if such methods cannot be introduced unless a 
sufficient sum of capital is accumulated, it follows that those 
whb have either been unable or unwilling to save any part 
of this capital, cannot clahn as their right any part of the 
saving. When the labourers get for their labour a wage 
that enables then^ to byy the same quantity oi? the commodity 
which theyvould have pix^uced unaided by ^he capital, they 
are^not worse off than Vefbre ; and until society has accumu- 
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iated a large sum of capital it will not be difficult for the 
capitalists to find a sufficient number of l^mourers who will 
^ g^ad to enter into their seryicejon alm(%t any terms.* Thy 
bonditi(iis existing at present in countries in the ^ar East 
*are in this respect similar to what we may suppose them 
to have been in^urope before the great inaustrial evolution 
of the last few hundred years began. The current daily wajes 
iin the 4last are exceedingly low, Knd while the riet live iiki 
great luxury, the majorify of the population is doomed to 
exist permanently in abject poverty. In Rome there was^ 
small oligarchy of immensely rich men, and judging from 
the rate of interest, Hihe profit on capital in^^sted in ccjpmercial 
undertakings must have been enormous ; but there is no 
evidence that large capital was invest^ during the Empire 
in pnaductive undertakings except in trading opeiflitions, 
mines, and the cultivation of land. The wealth of the Roman 
Empire, when at its height, was no doubt very small com- 
pared* with the' wealth of the world to-day, and coi\sequently 
the capitalization in proportion to the number of inhabitants 
was only small. • 

The labour was done to an almost incomprehensible ex- 
tent by slavey and under such conditions a great part of 
the "capital could onlji find employment in the manufacture 
of luVhri^ for the nch, who d^ve3, it must be remembered, 

large part of their income from plundering tHe provinces, 
and whosg purchasing powe* was thereby greatly inc|pased. 
There were no factories with an enormous output as to-day, 
and when the bjjlk of the production was of luxuries, it mightf 
find a mvket among the capitalists themselves at prices 
Reaving a relatively high profit. * 

Conditions are entirelytdifferent in the modem industrialized 
countries. Enormous capital has been invested in industries, 
railways, and ships, etc., ftnd the output of these industries 
consists mainly of conjmodities which# are intended for ^con- 
sumption by the masses. ’The rate of capitalization is so high 
that it has become an indispensable condition for the profitable- 
ness of the undertakings to obtain labour of a relatively high 
degree of effifiency, which mean| that daily wages must be 
sufficiently high to induce the labourers W ^rk intensely. 
Even if capital ^dt^com^lled to pjiy high wages in border 
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to obtain a large production, the products of th^ big factories 
could not find a market if the labourers, who are the over- 
whelfning majority amongjthf consumers, had not, because 
receivings high wages, a sufficiently gre^t purchasing£ipower. 

At a time when there is not much capital in existence, and 
the new technicfii improvements are few and only take place 
a# long intervals, there is more competition among the labourers 
• to obtyi employment t^an among the capitalists^ to get 
labourers. The rate of profit canfbe maintained on a high 
Rvel by selling luxuries to the rich. At a time when capital 
rapidly accumulates, and technical improvements are con- 
stantly being made, the competition among the capitalists 
grows constantly keener. When a ndw method of production 
is introduced, hy wbJch the labour cost of a given commodity 
is redttced to one-hali of what it was with the previous p^thod, 
the happy first possessor of the new method may maintain 
for some time the same selling price as that charged by manu- 
facturers who employed the old method, and' if so, he ‘makes 
an enormous profit ; this very soon becomes known, however, 
with the result that fresh capital rapidly seeks employment 
in a branch of industry where profit is above the average. 
The previous method must be entirely discontinued as soon 
as there are so many establishments whfch use the new mrthod 
that they are able to supply th(^ entire demand of the ma!cket. 

When this has happened the price becomes permanentiy 
lowei^ to a new level. The, weight of the capitalization 
^1 compel the competitors on the new plane to produce 
as much as possible, and I afii inclined to believe that when 
the qost of production is reduced to one-half, the selling price 
Will tend to oscillate at about half the difference of the cos^ 
of production of the new and the Udt method. In other words, 
I think that the tendency of the capitalistic form of production, 
owing to the increasing capitalizatfon, is towards a price level 
where the profit is eqval to one-half of the wages paid to the 
labourers. 

I 

If the capitalization increased with a uniform increment, 
and labour could have ibeen saved at the sabie rate in all 
branches of production, daily wages and efficiency of labour 
as wpll as the rate of profit would dso be unifoTm, and t)ie 
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selling ^prices of all kinds of commodities woulcf be constantly 
falling at the same rate, correspcmding witft the succeeding 
stages of technical evolution. f ^ * 

t*But evolution does pot follow straight lines, and economic 
activity is miich moit complex than this schematic exposi- 
tion. There has Jseen progress in all branchls of productive 
activity, and technical improvements have manifoldly it- 
jreased Ithe productivity of fabou’^ in agriculture ^s well 
as in the manufacturing «industries since prehistoric^^imes, 
but the progress has not been simultaneous or equally greaffe* 
in all fields of human activity. Since labour-saving appli- 
ances have sometinjes been introduced intone trade earlier 
than in others, not only have some products been mor? rapidly 
cheapened than others, but the price of c^rtsyn products may 
have> 4 jsen, although their labour cost may actually •have 
been reduced as a compen^tiou for the more rapid sinking 
of the labour cost of other products. 

In the foregoihg exposition I have assumed that the capitali- 
zation has trebled every time a new method of production 
has been introduced by which the labour cost has been reduced 
to one-half. If we suppose that there are soVne branches of 
production whe^p a trebling of the capitalization only increases 
the production as fron)« 1 to instead of from 1 to 2, the 
selling jprice of such ^ industry^ will* not follow the reduction 
of^the^rice in those branches where the saving of labour 
is greater. Also, if in such^industries, from one cauge or 
another, th% increase of the efficiency df labour is less rapi(f 
than in other branches, the fall ill the selling price of the com- 
modities will be*still slower. I give a table (p. 46) showing 
how these factors wilh act. * ' 

^ In agriculture it has nqf; ttfeen possible to introduce labour- 
saving methods to anything like the same extent as has been 
done in a great number of manufacturing industries, and 
neither has the capitalization of agriculture increased in tha 
same proportion as that ofi the industries, and of the means 
of transport. By the capitalization of agriculture I understaiyi 
the sum of capital actually expended upon improvements 
of the land, upon houses, and agricijtural* implements, billt 
exclusive of tlf|^ price paid for the land, or tlse Capitalization 
of the groui^ reht. In this sens^ the capital employe^ in 
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agriculture, even in progressive countries, is still smaU in 
relation to the ^\in^ of labour expended in conjunction with 
the Capital, in comparison with the capitalization of iiyiustnal 
or transport labour. But it is probable that if the agricultural 
production be increased beyond a certain point, a relatively 
much greater increase of capitalization is necessary ki agri- 
culture than in the industries. 

But if the rate of capitalization increases very rapidly 
in other branches of production, and remains relatively station- 
ary in agriculture, the fall of the annual rat^ of profit in the 
other branches may bring about a fall in the selling oprice 
of agricultural products to equalize '4ie profitablen^ess of 
agriculture,*^ which will continue until a growing iiAiustsial 
population necessitates the en^loyment of more intensive 
^llpetlK)ds of agricultuke, with a corresponding increase of its 
0 rate of capitalization. 


^ The rate of profit per unit of product is higher in the earlier 
than in the succeeding stages oT c^^pitalization, but" the sum 
of profit per ahnum increases with growing capitalization. 
The indirect method of production is rarely, or never,, carried 
pn from the beginning to the end by one capitalist ; the many 
diiierent processes are treated as independent productiv^^ 
(^rations, the finished p^uct of one industry being the 
raw material of the next. It is mainly this specialization 
^nduch has in recent ye^ led to many of the^nost important 
savings of kdKmr. Moreover, as that part capital which 
is i^t invested in tools, bu\: is used to support l^jbourers while 
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they *are engaged in producing non-consumable products, 
may be employed, together with the protl, in any branch 
of industry as soon as the finished comm^ty has beeft sold, 
bapital^mder modern^conditions has become an impersonal aiid 
the most realistic element in human economic activity. Man 
is more or less ti^d to his place of abodb, but Capital flows freely 
from one place to another, seeking only the employmint 
which Offers best prospects *of remuneration. Mo<^ capita^ 
is formed in those branches or places which have readhed the 
highest stage of capitalization, but as the rate of profit Jffer 
annum is also lowest in these employments, capital flows 
to other trades or other countries Vhere capitalization is lower ; 
these are thereby stimulated, daily wages rise, productive 
methods are improved, cost of labour is j^itfied, and while the 
pfers^tage of profit declines, the sum of annual profit grhws. 

• 

It is not generally recognized how much civilization owes 
to th^ Stone ilge man. 

He had learnt to make fire ; to produce stone weapons and 
implements ; to use bows and arrows ; to use fish hooks ; to 
ma^ rafts and primitive boats ; to cultivate Njom and domes- 
ticate animals^ to build houses ; to weave cloth ; to use plant 
colours for colouring textiles (?) ; to make pottery, etc. etc. 

About 4,000 yea^f before th^ ChA stian Era man discovered • 
qpppft, and invented accidentally or intentionally that mix- 
ture of copper with tin by jirhich he obtained bronze. , This 
great inv^tion, which placed at his di^jposal tools of a qualify 
much superior to the stone implements, could not have beeif 
put to actual use if there had not already been a large accumu- 
lation of capital ; and such costly and protracted undertaking 
as copF^er and tin mines.cotld not have been worked if there * 
had not already b^n an extensive commerce, and if the Stone 
Age communities had not already reached a stage of civiliza- 
tion in which large business coAcems |;ould be managed. If 
we are justified in drawing conclusions from the conditions 
which we find existed at fhe dawn of history among the peoffle 
who were settled round the inner basin of the Mediterranean, • 
the §tone Age* ended with a small oligarchy of wealthy people 
for whose be%fit the majeaity o^ the inhabitelRs were fc»ced ^ 
to work. 
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Civilization among the ancestors of the Egjgptians, the 

Babylonians, andi^ Greeks before they began to use bionZe 
thSir tools, ha^ certain^ i^ached a much higher stage 
than is generally supposed. The remarkable pictuii^ andf^ 
Murvings discover^ in France, which have* been left by people * 
p^ho*were contemporaneous with the mammcAh and the reii^- 
ieA, and consequently much eatiier than the oldest Efiprptian 
mtiquitipe, testify to a certain *culture ; and as I have pre-ti 
tiously remarked, the discovery tjat the Stone Age man 
iifed the leg bones of animals for drilling holes in their axes 
s evidence that they were able to invent labour-saving methods. 

About ^,700 years after th? discovery or invention of copper 
ind the introduction of bronze impfements, iron was (}is- 
jovered. But at'*firi;t this new metal was hardly so useful 
IS brofize, being too soft or too brittle before its manufastlim 
lad been considerably improved. • 

The invention of both these metals, coming within a 
relatively short period, may therefore be considAed as the final 
achievement of the immensely long part of the history of 
our race, which covers the time from the* first appearance 
of man upon tlie earth to 4,000 — 1,800 years before the 
beginning of the Christian Era. 

' o 

f In the following 5,750 yea’^, or the^’eenturies ^roA^ the 
discovery of copper about 4000 b.c. to the great inveftioas 
in the. second half of the eighteenth century, innumerable 
t&dmical inventions were made, and many important commer* 
^al improvements introduced; and although there have be^ 
retrogressive periods, notably after the fall of the Roman 
]^mpire, there had been on the whole a ^eat progress in the 
productivity of labour, and the aggregate wealth of diankind 
had greatly increased from what we may assume it to have 
been at the close of'the> Stone Age. ' 

* But no complete revr^lution of the productive and economic 
conditions of our race, comppable in importance to the tran- 
sition from the use of stone implements to the introduction 
^ of metal implemei^ts, had been made during the 192 genera- 
tions or tiiereabouts, aveicgiqg 80 years each, whfth had elapsed 
^ from the day'Vifen the sp^ first shone upon ao&right bronze 
axe er knife. Upon the whole production remained during 
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the Iron Age to about 1750 as it had been ^ the Btonze 
restricted to hand work, in contjpdistinc^n to the n^hine 
work which has been introduce t6 a constantly growing extent 
^uringi^he last 170 j^ears. 

After nearly f ,000 years the conditions under which^ Jhe 
human|race does its productive work for the satisfaction of 
•its needs, have again been revolutionized. Everything 
has thereby been thrown!out of balance ; there, is no reason 
to be surprised that the relations between the different classes 
of society, and particularly between employers and labourers, 
have become dstilrbed. There is much more caiise to be 
thankful that these disturbances have not been much more 
^jdent, and it is really wonderful that #)ci8ty has been able 
tolfhd its level so soon in a world which is practically, in*man*s 
relations to it, a completely* new one. 

This revolution and the enormous increase of the capital 
of the world tave already greatly improved the condition 
of the labouring population ; the labourers are no longer 
slaves, but free cb-operators with the capital^ We are, how- 
ever, as yet only at the beginning of the emancipation oi 
the working classes from their bondage of poverty. 

The increasing rate (Jf capitalization, and the rapidly falling 
rate profit which is a result therefrom, will compel the 
employers of labour to pay constantly advancing wages per 
day in order to get more efifeient labour ; and the enormou^ 
production, due to modern methods, cannot find a market 
unless the purchasing power of t\ie working classes, who are the 
majority of the consumers, is sufficiently great — which mean^ 
Jlhat they must earn* good wages. 

Production to-day consists mostly of togls and non-con- 
sumable products, or of commodities for the consumption 
by the masses. It is carried on with the help the labourers 
for the benefit of the labourers ; and although there are ipoit 
luxuries produced to-day than e^er before, trade and indus- 
. tries would soon come to a standstill if consumption of luxuites 
were so large that it seriously checked the^constant addition 
to the capital *of the world whic];^ required to support a 
constant increase of the productiqn^of comnfon* commodities 
for consumption ^ the ^ass^^. 
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VALUE, DEMAND, iSSD SUPPLY 

There have been almost as many learned definitions of the 
word vakie as there have been writers ujfon economic ques- 
tions. This cannot surprise us, for although valuation enters, 
in one way or rinot>er, as a determining factor into every 
one of" our actions, and the sense of value is inseparabla^om 
the desires which distinguish man from the animals, there 
is hardly anything in this world which is less tangible than 
value. One might be tempted to say that it is at one and the 
same time the most realistic of all the realisms of life, and a 
pure phantom, flitting about the brain, without any founda^ 
tion in fact. 

A thing is useful if it satisfies a human desire. Whether 
this desire is in itself rational or irrafional, morally good or 
bad, does not immediately concern us in* an investjgafipn of 
the economic conditions of human activity. A great many 
of the wants and desires of manp have been in the past, and 
^11 remain, coarse and foolish. But the central fact in con- 
’nexion with these desires is that they cannot be satisfied 
^cept by commodities which man has produced, and that 
new desires are developed as soon as ode has been satisfied. 
This never-ending growth of his^desires has compelled man 
to a constant struggle for making his labour more productive, 
and it is to this struggle, accomiJanied by a growing refine- 
ment of his desires, ttiat the evolution of human civilization 
is due. 

The satisfaction of our desires is limited by our ability 
tx\ produce suital^le commodities, or by our power to buy 
commodities produced ^y* others. Because we can nevei 
satisfy compiraty all oijr ^desires, we must always make s 
choice among them we use our groduc^ye labour or ouj 
. . " 0 * 
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purdianng power to satisfy some of our desij^ fully, or partly, 
leaving many entirely unsatisfied, /or nearlylo. This selection 
^ong our desires, or their qlassification as. to how far th|y 
are to^ satisfied Jsy the means at our disposal, we make 
according to our sense of value. Thi§ senseis very unequally 
developed in different persons, but no person who is not qqite 
insane |p absolutely devoid of ,it. By this sense we are guided 
in the distribution of our consumption between different 
commodities in such a ftianner that the totals consumption 
gives us the maximum of satisfaction which our production 
or our bu)dng power places at any time at^ur disposal. 

Not only is the Sense of value individual, but the •standard 
of each individual is constantly changing because of the change 
g^roductive power or buying power, ^hlbh is one of the 
component factors of value. Yet valuation is nevertheless 
not arbitrary as one migllt be inclined to suppose. It is, 
on the contrary, subject to general laws which leave compara- 
tively*little room for individual choice. 

A great number of human desires represent wants which 
are physiologically determined. It has been scientifically demon- 
strated that plants require for their healthy development 
a certain chemical composition of the soil. If one or more 
[>f the necessary elemeits of their fgod is lacking, the plants 
io naf tlyrive, and •flie surplus^ of other elements cannot be 
abBOroed or utilized. Just the same thing applies to animals 
and to m^ ; their food mu5t contain jp definite proportion^ 
ihe different chemical compoqfnts which are necessary fcfi 
building up andjmaintaining a strong and healthy condition^ 
rf the body, and for supplying it with the requisite energy., 
Since man is more widely distributed over the earth than 
iny animal, our race has*b^n more than the animals under 
the necessity of adapting itself to all kinds of climates and 
occupations. This involves^ among other things, the use of 
a diet which is suitably differentiated. ® The varying defijretf 
among different races, or alnong different classes in the same 
nation, in regard to food and drink, which may at first sigfit 
appear arbitrary will generally be found, whei^closely examine^}, 
to have their, origin in indefinable afid instinrtive cravings 
which are adapted to the varying ^nditions under which 
these diffeiett r^ges or filas|q^ live. When the Esquifiiau 
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likes seal for ^tance, it is because its caloriw aie 
pensalj^e to him foS^ustaining the severity of the Arctic dimate; 
TJie national kitchen is a product of soil, climate, social con*»^ 
ditions, and history. What applies to foo^ and drink, fpplies, * 
of course, also m( re or jess to houses and the heating of the 
hovs^s, to clothes, sanitary arrangements, ete. In all these 
things the individual is compiled to follow, in th^ main, 
"the custom of the place, which is generally the outcome of% 
the more or (less successfifl efforts? of generations to adapt 
themselves to their surroundings. 

When diet, housing, heating, clothing, etc., are dictated 
by his surroundings, there is here a vast domain of the life 
of man, in which his wants and desires are determined mainly 
by the accident df h^e birthplace, without leaving him mugjb 
liberty of choice. That remarkable phenomenon, idKfS^- 
crasies, or an unaccountable antipathy of some people against 
specific articles of food, may account for a certain number of 
exceptions to the general rule. There are, perhaps, Esquimaux 
who dislike seal oil, and there are certainly vegetarians in 
England, the land of roast beef, but the majority of mankind 
have the same tastes and desires as their neighbours; they 
enjoy their food, without knowing that they do so in conse- 
quence of a number of caqses which amount almost to a physio- 
logical compulsion. ' • r 

Habits play a very great role in human affairs ; man' rifty 
\>egin by pure accident or by infitation to use certain things 
-^to smoke tobacco, for instance — but after a while it becomes 
a habit to which he is moi^ or less a slaye. Imitation is 
another very prominent trait in human nature. Social 
standards of life are created by the multitude imitating those^ . 
whom they coiv’ider their leader^. By a combination of 
imitation and habit many desires are created which may 
be termed social, because the individual is frequently con- 
liitr^ned to feel the skme desires as his fellows. 

Many things which we (Use are complementary to other 
tHings, so that if we possess the one we feel a want unless 
w^ also become pc^essed of the other : an instwce is a picture 
without a frame, or a ftame without a picture.^ 

What we cail consumption, or the use or possession of the 
diff^nt products of human lal^pr, i^ there£F>re iiAi great many 
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ways deteynined by conditions over which the individual 
has very little command ; he caniiot as a J||de make his selec- 
tion among the commodities /ifter his fadcv or his owb arU- 
^^tiary ^ndard of value, but must follow soM standards mote 
' or less voluntarily.* i 

It is therefoJH to *a very great extent an illusion w]^n it 
appeaB as if man acts on his own free will when selecting 
p commodities to satisfy his Oesires, because these desires 
for the most part the reajilt of his surrounding^ of hereditary 
instincts and social imitation. What there is of distinct^n- 
dividuality in our desires is probably in the majority of cases 
created by our habits, bad or gdbd. Onl^ of very few of our 
desires can it truly be Aid that they are part of our personality 
and are created by or subjected to our fmc will. 

the one side we come to the conclusion that ouf wants 
and desires, are in the mam determined by other factors than 
our free will. The extent to which it is possible to satisfy 
them# depends' on the other side, on our ability to produce 
suitable commodities by our own labour, or upon our power 
to buy commodities which others have produced. 

When there are many persons who have the same or very 
similar desires , and whose producing capacity or bu5dng power 
is very nearly equal, ‘^^e are justified by experience in con- 
cluding that their# Selection (>f tlie commodities by which, 
tbe^ desires are to be satisfied will be made according to fixed 
laws. In spite of the old adage that there is no use arguing 
about tas 1 :es, statistical science has abundantly demonstrated 
that in a community which is sufficiently large to give fulf 
play to the law of averages, consumption »is distributed 
between the differeflt classes of commodities in fixed ratios. 
Each nfember of the comnlunity believes t^at he distributes ' 
his consumption according to his individual taste and valua- 
tions, but exceptions from* the rule so compensate each other 
that if we take a sufficiently large niAnber of people, living 
under similar conditions, • the a9tual aggregate consumption 
differs only slightly from what might be estimated before- 
hand by a statistician who had siffiRcient^ data upon which ‘ 
to base his (^cuktion. 

The utilili^ of^an adc^ional quantity of a commodity is 
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ft function (ji its nature, and of the quantity of it whktf m 
already possesses, f^o a peiipon who is on the point of dyii^ 
from Hunger, the^^ry small, qjiantity of food which saves 
his life is extreiAely useful. When a gian has conyletely*< 
satisfied his appel^, an additional quantity of food may not 
^nlySjiot be useful to hidi, but positively haignful. 

If we divide commodities into three categories : neceffiaries, 
wnfortSf and luxuries, we find tliat the utility of thrindis* c 
pensable minimum of necessaries is ^tremely great ; but the 
utility of an additional supply beyond a very moderate quantity 
iinks rapidly, if we must consume it personally, and cannot 
«11 or exchange it. « 

Comforts and luxuries both satisfy desires which are less 
strong than that of \;elf-preservation, and the utility of the 
irst simply of these is therefore not so great as that oL^tSe 
jorresponchng small quantity of necessaries. But owing to 
:he nature of the desires which are satisfied by comforts and 
uxuries, the utility of additional quantities of fiiese does not 
sink so rapidly as the utility of additional quantities of neces- 
saries. When society has reached a certain stage of economic 
evolution and refinement, the growing desire for luxuries, 
md particularly for comforts, is one of the strongest incitements 
X) more energetic productive activity, ^d is therefore oncbof 
he most powerful causes ^of economic pifsgress. « 

There is thus a difference between various classes of honfty 
nodities as to the rate of decline of their utility, when the 
quantity is increased ; ^but apart altogether from their cost, 
here is of all things a maxiAium quantity, beyond which 
ftdditipns to the supply cease to be useful, an(f also a quantity 
where each unit yields the maximum of utility. 

When we have^an unlimited stpply of a thing, \^e take ' 
bhe maximum quantity which we find useful. A person who 
dts at a well-laid dinner table, eats^and drinks until his desire 
[bar food and drink is saLbisfied, because he has no other trouble 
bhan*to help himself of the gpod cheer which is placed before 
bim. 

But the world is not like a rich dinner table where ev^y- 
thing is ready ana plei^ful; most people mif^ work hakl 
bo obtain thos^ ^^hings which they are to use, ^nd even the 
dchest man in*the world cannot buy eve^hing to which 
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lie take a fancy. Poor and rich alilce must make a 
selection between the different cqmmoditi^ which are avail-* 
able, in order to make their total consumption of usefulHhinm 
^ they producing capacity or buying pow«. This selectiAi 
among commodities* is made according to ow sense or feeling 
of value, by whjf h wC are enabled to make^ a compariso^ be- 
tween utilities. ^ 

) We will designate the utiRty of a thing by the letter U ; 
the different commodities of which the consumption may be 
composed, by the large letters, A, C ; the quantity of these 
by the small letters, x, y, z, etc., and the price by P. 

Each time we fcave to decide the qiAstion, whether we 
shall spend labour or •money for the acquisition of an ad- 
ditional quantity of a given commodity^t- ^ for instance, 
'Where ; is a very smaH figure, we make, consciously «r un- 
consciously, the following equation: 

V;A,: U(3:^ + t/B + zC)+*A 

= P' A : total producing or purchasing power, 

• 

or, to put it in words, we ask ourselves thiS question; does 
the utility of Jhe addition to our consumption of ; .<4 stand 
in ihe same proportion to the utility of our total consump- 
tion,^including this,*d3ition, a|r the^rice of ^ A bears to our 
tQtai^buying power? The value of a commodity is always 
found by a rule of three. ^ 

Not only does the utility of any giveft commodity vary wijh 
its quantity, but the utility bf consumption as a whole i* 
also, though at^a slower rate, a function of the quantity. 
We may get so muck of good things of all kinds that our*appdt 
tite fades, and that furyiel additions cease to give increased 
pleasure. The first two terms of the equation are therefore 
both variable. The utility { U) of each kind of commodity varies 
more or less rapidly with variations of its |[uantity, and the utility 
(U) of the total consumption varies more slowly, but it also vbries 
with an increasing quantity. Whereas the variations in the 
utiUty of each commodity is, perhaps, more subject to general 
rules, dependent upon the nature the* commodity it^f, 
the variatioif^ m the utility of a largely inoveased total con- 
Bomption ^e more a m^ter of tibiAperamenl;^ When 9 ^ man 



af im eoonoxmeSl turn of mind has obtained a eesitM^mm 
tc4al cwf enjo 3 rme^ he cei^ to desire for fnorS, while Uie 
desirea of anotherSnan may be almost insatiable. 
tThe price whij^ we must pay for the commodities whicti* 
we select for consumption need not Save anything to do • 
with a market, and valuation is not restricted to commodities 
wMch we purchase from others. A man who personaUy pro- 
jduces evei^hing which he consumes is just as muc£ under^ 
the necessity of using his sense of vajue as he who buys every- 
thing which ffc* consumes. 

The cost to us of a given quantity of a commodity, - A, 
is either the sum 6f labour cvhich we personally spend upon 
its production, or the labour we musk give to others, or the 
money we must p^S^ obtain the commodity. 

A man who supplies all his wants and desires by persomdiy 
producing the commodities which Jie consumes, can produce 
with the means at his disposal in a given time different commodi- 
ties in varying but definite quantities; for instance, or 
2 £ or 8 C. He cannot simultaneously produce both 1 A and 
2 B and 8 C. If he wishes to consume a? yB -h zC, he 
must therefore divide his labour is such a ratio that the pro- 
duction of (a;) A + (t/ X 2) jB + (2 X 8) C equals his total pro- 
ducing power. k 

In the case of production fjr direct* ccnsumption, the two 
second terms of the equation of value are the labour^gqgt 
of any commodity, of ; A, for instance, compared with the 
elJ^re sum of labour ^which is spent for pr(^uci]ig all the 
commodities which this man wishes to consume. If a person 
earns wages or obtains in any other way a*^ money income, 
and buys the commodities wMch he wishes to consume, he 
compares the money price of • A any quantity of other « 
commodities, wittf his entire money income. 

Whether we produce those things which we consume or 
buy them of others, t^he two second terms in the equation 
of vftlue are therefore identical: tljey give the ratio of the 
cost a given commodity 6) the total buying power, while 
the two first terms of the equation give the ratio of the utility 
of the same commbdity^to the utility of the consump* 
tion. 

^,our sense jpf value We^^distribute our labour or our pur- 
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dMMy^ power between the different oommoSities in sudi a 
man^ tha! the entire consumption gives js a maximum of 
satisfaction. 


^ In t^e equatioi. . 

V\A : V [total consumption + ■ 

. ^P\A: total producing or purchasing pd^eer, 


it is tft producing or purchhsing power of different people 
which differs most, and this difference is the pri^ipal cause of 
the great variations in tHe valuation by different people. 
poor man must compose his consumption otherwise than 
a rich man, becai^e the cost of an additional supply of a 
|[iven commodity, of ► A^ for instance, bears a different 
ratio to his small than it does to the gr^ j)urchasing power 
c»f*^ rich man. Each consumer will add to his consumption 
of a given commodity, as long as its ratio of utility is greater 
than its ratio of cost ; the addition will tend to diminish in 
proportion as ftiese ratios approach equality, and it will cease 
when the ratio of utility has become smaller than the ratio 
of cost. 

Valuation therefore depends upon this cilcumstance : the 
itility of an additional quantity of a commodity sinks more 
or Ipss rapidly, according to its nature and the temperament 
of th^ consumer, bp* flie cost /f the whole consumption in- 
n'ggiBB in* direct proportion to the quantity. To a man who 
oas already eaten half a poqpd of beef, an additional one-fifth 
s less us^ul than the first supply, while the addition mus^ 
inder ordinary circumstances, be paid for at the same price^ 
oer pound as th'S first half-pound. 

There are a number of things which are absolutely flidis^ 
oensablo to life, but wh^hl do not generally enter into our ' 
valuation, because they are supplied by nature or by the com- 
nunity in unlimited quantities. The air is such a thing, 
nipi^ied by nature ; in modem cities ev^body has a sufficiei^ 
nipply of water placed at •his free disposal. We breatheHhe 
lir and drink as much water as we like, without being 
)bliged to ask ourselves whether we can afford it or not. But , 
he water is, oS course, not supplied tojbhe tdwns without gr^t 
xist ; and in f|rge cities the air gds foul, andaif we are to go 
1]^ the coigjitry to get change, *itf cannot done witjiout 
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expense. It is, therefore, as a result of social MnBngcHaeiitf 
that the individuIQ in civilized towns is freed from the necessit]^ 
givfiig a valueftd the air and, water. He puts up with more 
(«t less foul air, fed somebody else paysethe cost of t^ watd 
supoly. Under fecial circumstances, however, bother and 
w^^ acquire an enormous value. * ^ 

The producing or the buying power of the indiv^ual is 
constantly changing, and his standard of value is th^fora 
...dw constantjv changing. o 

^When a person’s income increases to a certain point, many 
things. pass out of his valuation which he has previously been 
compelled to value'*'; that is to say, he has chad to decide what 
quantity of the same he could afford to use. People who 
live in a well-reguftfced West of Europe city drink as much 
watei^as they desire without considering its cost ; in a similar 
way well-to-do people eat as much as they like, dress as they 
consider suitable, drive in carriages when they like to do so, 
without asking the cost of these things. It ‘has become to 
such people a part of their nature to live up to a certain stan- 
dard ^thout any consideration of the cost. • The composition 
of their diet, the decision as to taking a cab or not, is deter- 
mined by rational-— -or irrational considerations, but not by 

valuation. ^ 

% < 

A part of the consumption kf the well-IIo-do classes isrjhere- 
fore not subject to valuation ; it is only the remainder o^lil^r 
income, after this part of the coBsumption has been paid for, 
which is distributed according to valuation. When file income 
%)f a person becomes enormous, he is apt to lose to a great 
^eqt the sense of the proportions whieff determines the 
valuations of the majority of mankind. The papers often 
contain reports ^f follies comnlitted by Americaif multi-'' 
millionaires which show that the word value has hardly any 
meaning for them. They may think themselves raised by thdr 
great wealth high above ordinary mortals, but in reality 
they are greatly to be piti^ because they have nothing by 
which to guide their actions, and as a result they commit their 
many senseless pranks. 

While enormously rich people may lose all pft)per standard 
of value, becatr^ their income permits them t^^ satisfy every 
whim of their /ancy without the slightest trace ^f an effort 
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mr an/ feeling as to the cost, there are other classes of human 
beings 'Vdio have no reliable standard of vj|ue, not because 
they are too rich, but because their desire^re very ifbpei| 
Ifctly developed. Altjiough they may work lard, when th^ 
bannot avoid the necessity, they will give themselves up to 
idleness |if by a ^uck/ chance they Rave earned enouw to 
satisfy Iheir most urgent wants. After they have sa^fied 
• few generally primitive needs, such people have no further 
motive to continued effort ; the prospect of j^nsuming a 
greater quantity or a greater variety of comiffodities is nSf 
a sufficient incitement to overcome their laziness. 

The multi-millionaire loses his^ sense of ^ value because in 
his equation the income is infinitely big;±o the vagabond, 
the utility of an increased total consumpti^ does not increase 
as is the case with normal persons, and he is therefor^ not 
willing to make any effort So obtain a supply of conunodities 
beyond the barest necessities. 

Les §xtrimes se touckent From opposite causes, immensely 
rich men and vagabonds have both lost their sense of value. 

Among the majority of mankind who belong neither to 
the one nor the other of these categories, the* sense of value 
or the ability to^ake the most suitable choice of commodities 
for ^nsumption, according to circumstances and one’s in- 
come,^ developed viifli an almo^ infinite variety of keenness. 
WM^one man lives comfortably on a very moderate salary, 
another man can only with the greatest difficulty make both 
ends meet^on a handsome income. Tfie secret is that th« 
former knows how to distribute his expenditure with a nice 
balancing of the value of the different commodities — ^it is by 
bu3dng a trifle more ctf one conunodity, and a slight restriction * 
bf another, by a little extrcAagance here ai^ a pinch there, 
that in the end he has a feeling of having wisely and well 
satisfied all his reasonable desires. The other man frequently 
buys so much of one commodity in excess of his means that 
the satisfaction which he derives tj^ereform does not compen- 
sate him for the strong feeling of demands which must 
remain unsatisfied as a consequence of the^over-expenditure 
in some departftnents of his consump^on. When analy sing 
the matter cfq^ely, we shall di^ver that«Ki most cases 
when peopleware dissatis^l^ with thtir condit^n, the cause 
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is their secret dissatisfaction with their own bad system 
economy. Inst^ of usiiig their own income in their equa- 

$ ions*0f value, r (any persons aipe in the habit, when they make 
purchases, of th [Oking of the income of yther people, by which 
they are only tjo apt to lose the keenness of their^sense of 
vahpe. 


The process of valuation by which mankind d»tributes 
its consumption between the various classes of commodities;^ 
may be, ar\j} in reality frequently is, very defective. But 
ttoere is no btSfer process, and the consumption of society as 
a whole is determined, as to the relative quantities of the 
different commodilies, by the valuations (jf all the individuals 
which compose spciety. Since the utility for the individual 
of additional quaikities of a commodity sinks more or less 
rapidly, there is one law which rules supreme in all human 
affairs : when the supply of a commodity increases, relative 
to other commodities, beyond a certain point, successive 
additions become less and less useful or desitable, and, vice 
versa, if the supply diminishes below a certain point, each part 
of it becomes more and more useful and desirable. 

Useful and desirable are terms which refer to the person 
who uses or who desires to possess a commqdity, and value 
is a constantly fluctuating qualification given to the comiQpdi- 
ties by the consumers ; *^not Swhat the commodity has ^st to 
produce, but what the consumer is willing to pay foi^i^ is 
the measure of its value. The^individual ceases adding to 
kis possession of a coriimodity when to him the ratib of utility 
sinks below the ratio of cost, and as the consumption of the whole 
society is made up of the consumption by all the persons who 
compose society, the market value of a commodity of which 
the supply is incry^sing, sinks, and? it:> advances if the ^uantity^ 
diminishes. 


At a given price, each person buys such a quantity of the 
Qpmmodity, that to hkn the ratio of utility of the last addition 
is least equal to the ratio of itstcost If the entire supply 
can be disposed of at the price asked by the producers, the 
quantity of the ^pply of the commodity is at the moment 
equal to the quantity w|uch the consumers value at the current 
price. A redtK?tion of the supply will cause ,an advance in 
tJie tprice, wl^upon each incfividual consume^ must alter 
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his 6quatioik; the smaller quantity at his command will 
advance in value to him, but owing to the.^i£ference in the 
mcome of the various consume, the quanti^ 6f the supplw 
will be ^stributed in •a different manner between them than 
when the price was lower. The rich man will continue his 
consumition undiininislied, while the poor may be comml^ 
to forg^ the consumption allpgether or restrict himsdf to 
€ very small quantity. The reverse happens when the supply 
is increased. The consumers again make a new valuation 
and the poor can afford greater additions to th^ consumption 
of the commodity. At the lower price t|je supply may be 
disposed of, because it corresponds with the value placed 
by the consumers upon Ihe larger quantitj^ 


Under all the variations of the supply, the revaluations 
are made so that the aggregate sum of labour or money, 
which the con^imers must pay for the possession of a given 
quantity of a commodity, corresponds with the utility of the 
same in proportion to the utility of all the commodities 
which are consumed. Let 10,000 at a prie^ of 1 be the 
ordinary supply of a commodity ; if the supply falls to 8,000 
at a price of 1 or if it increases to 15,000 at a price of 0*7, 
the* consumption of this comnmdity will in all three cases 
cost ^iety about fhe same sum. 

tfach individual distributes his income between the different 
commodities which he desii^ to consume, more or less after 
fixed ratios, and when the market price of a commodity change*, 
he regulates as ajiile his expenditure by increasing or dimin-* 
ishing the quantity which he uses of that particular commqjiity,^ 
rather than by altering tha| proportion of his income which 
he is in the habit of devdling to the consumf>tion of this com- 
modity.* 

The reader will, I think, agree that experience confirms 
this proposition, and it is easy to show why it must be so. 
The income is generally a'relativiely permanent factor in the 
equation of value. The great number of people who have 
fixed incomes know from bitter experiencs that the incoipe 
does not rise jSecause house rent or ki^icles of food get dearer. 
When the cost of an article of cqp^mption advances, it be- 
comes neceftar^ to rea^st Jhe hous^old lij^dget, and re- 
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trenchments must be mack. Sometimes the whole scale of 
values must be ^adjusted/ and the consumption of a number 
W abides rdiukd to find place for about the customary 
^hiantity of the^ commodity at the advanced price. ^ But irf 
most cases it is found that such a general readjustment is far 
frf^ easy, and as a rule, I should think the restricton falls 
mainly upon that commodity which has become nJl\terially 
dearer, and in any case a reduced price seldom leads immediately 
^to an increa**^ of consumption which goes so far that a larger 
SlRn than bemi'e is spent upon the consumption of the par- 
ticular commodity. For this increased expenditure cannot 
take place except by a reduction of expenditure upon other 
commodities, ano-it must not be forgotten that successive 
additions to the** quantity become gradually less useful. In 
the feng run a redueed price of a commodity may, however, 
lead to an increased consumption, ^proportionally greater than 
the fall in the price, so that there is a positive^ increase of the 
expenditure on such a commodity. After having dsed a 
larger quantity of a commodity during a certain time, a liberal 
supply of the same becomes a habit, and this may so much 
increase the desire for it, making its utility seem so much 
greater than before, that the consumer from that reason 
changes his equation and places a higher value upon it. Wiien 
this happens it will often p¥ompt the 'individual to gt^eater 
efforts for increasing his income, in order that he may spfcnd 
more upon this particular comnabdity without being obliged 
tft restrict his consumption of other things. 

“ The price at which the supply which is offered on the market 
at a^ given moment can be sold is therefore the total sum 
which all the consumers are willing to spGnd upon this article, 
divided by the qy^antity on offer.^ As there cannot be more 
than one price in one market at one time, the price must 
be equal to the value which the ledist eager buyers place upon 
the last additions thaf they are willing to make to their con- 
sumption, for only at a price equtil to their valuation does 
their demand become an effective force in the market. 

It is therefore (the consumer and not the producer who 
d^rmines the value of-th^ different commodftjes which are 
on supply, bedfthse valuation is a comparison ef the relative 
utility to the ^onsun;iers of definite but varyu% quantities 
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of ditferent commodities in certain quantitative relations to 
each other. Shall I buy another /piece of<#read or a sack 
of coals? Shall I hire a tfcree-roomed louse and ^org<| 

kheatre tickets, or be.satisfied with a two-rolmed house and 
Spend nrore money upon clothes ? Shall I acquire good books 
for £1 Of indulge jn a Ijottle of champagne ? It is upon.xjie 
answer v countless such questions — instinctively felt or clearly 
formulated — that it depends tow the individual is to spend 
his income. Each time the balance of the sc#le sinks in^ 
the consumer’s mind in favour of a piece of^'read, a 
roomed house, a bottle of champagne, or any^ other commodity, 
a part of the incon^ of the indi^^dual has thereby been dis- 
posed of, and cannot atf the same time be J^sed for anything 
else, and simultaneously the collective demand has been 
increased to the extent of the individual additions to thefpur- 
chase of the various commodities. In deciding the distribu- 
tion of his individual consumption, each person gives a trend 
to the#consumption of society as a whole. The poor man’s 
purchase of a minute quantity is a factor in making the col- 
lective demand, just as much as the lavish expenditure of 
the wealthy. In all towns one may see at t6e office of the 
waterworks an apparatus which registers, by an indicator 
whifth moves up and dd^n on a ^ale, the never-ceasing fluc- 
tuation's of the prefis*lire in the mafti pipes. Each time a 
tap^ opened or closed in one of the thousands of houses, 
there is a slight corresponding alteration in the pressure ; 
if a fire bif aks out, and the fire hoses send torrents of watei 
into the flames, the indicator sinks rapidly, to rise again 
when the conflagration has been suppressed. The demand 
of society for the countless classes of commodities whicli it 
bonsume^ is never statioaaly ; the changing market quota- 
tions tell us like the indicator of the water registering apparatus 
how the many individual decisions as to additions to the 
consumption in conformity with individual equations oi 
value, incessantly make the collectijire demand vibrate. Soihe 
times the changes in the demand are small and steady like 
the pulsations of a sound heart, sometime^ as violent as a 
catastrophe, bift in the last resort tljpy are always due & 
individual valugitions, to the wise or foolish ttnswer to the 
personal que^ion : is it worth mv wfiife to spenciso or so much 
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of my buying power on nn addition to tiiig cvmmo^ty ita 
preference to « 

I The mwket supply of all commodities would be perfecUy 
Ailwced if each Commodity were present in just that Quantity^ 
wtoh in proportton to dl the others would correspona exactly^ 
toc\hat composition of the entire cdnsui^ption by| society 
as a whole, which would give ^ the maximum of satisfaction 
of all the desires of all individuals. 

^^But there^g never equilibrium between supply and demand. 
Too demand iS? not a fixed quantity, and although the pro- 
ducers try to gauge it as accurately as possible, b^ause their 
profit depends on knowing' it, they generally succeed only 
imperfectly. from his attempt to estimate the future 

demand, the individual producer is mainly prompted by his 
wislfto produce as much as possible, because, everything else 
Y>eing equal, the profit increases in direct proportion to the 
quantity which he can place on the market. 


This is the principal difference between man as a producer 
and as a consumer, that as producers we expect to get the 
same price for the last article which we supply as for the 
first, while as consumers we value a smaller quantity rela- 
tively higher than a larger 'one. Those persons who aremlso 
consumers of the commodities which'' they prodpce,^ cease 
producing one article when they think that they have enSbgh, 
and commence producing somettiing else which they desire 
more, and their sense of value prevents them froni producing 
^ too much of one thing and too little of another. 

^ H is quite otherwise when different peopleware simultaneously 
engaged in producing the same class of commodity for sale 
in the market, torsatisfy the desirls bf other people whom they 
do not know. Prompted by his desire to steal a march upon 
his competitors, each individual producer has only one ftim • 
to^place the greatest possible quantity of his commodity on 
the market, and to sdl it ak the hijfhest price in order to 
the greatest possible profit. 

^ There is smallccause for surprise, that the producers very 
frequently discover thak in their eagerness to obti^ individuidiy 
a large share%f the tijp^e, they have cofiecCively overdone 
theHfaing, aij^. that, the total sup^y of their commodity is 
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U toAeu of^the requiiOBrats of the connimen at the price 
iHiich they demand. . One might^with mozA reason wonder 
how it happens that the st^pl^ does on the^hble fit A weM 
to the demand as i« actually the case. IThe explanatidh 
^ that\he profit on capital acts, under thJ capitalistic au- 
ditions Arhich doiginat6 the ^rld to-<!ay, as a powerful 
lator o^the productive activity of humanity. 

# The daily wages of labour tend to equality, if not in the 
^ whole world, at least in the same country or locality, a^ 
the unit of wages or labour cost per unit of production temB 
towards equality in all countries ; where d{|^y wages are high 
the tendency is toaforce the labourers to yield in the same 
proportion a more efficieAt labour. I am fui2i^ware that many 
' employers of labour will be inclined to dispute this statement, 
and 1 know that the ca-canny or sabotage policy whicS the 
labour organizations more Vr less openly follow, is Erected 
to the purpose^f preventing the labourers from giving a fuD 
equivalent of l^our for their wages. Of tlus question 1 shall 
have occasion to write more in detail in the chapter on wages. 
* e®ut I maintain that the tendency is as 1 have stated above. 
Nobody will deny, I suppose, that in a restricted localitji 
employers of laiDour are compelled to pay very nearly th< 
saiQi! rate of wages whljgh their peighbqurs pay. The Trad< 
Unioqp make agreements with the Employers’ Associatiom 
l^4^ch wages in the different trades are regulated, and 
these rates must be paid by all employers, whether the) 
are success or not * < 

As a consequence of this tendency towards uniformit) 
in the rate of wages, it is not possible for the individual .em- 
ployer of labour to increase his rate of profit materially b) 
fkaying 1^ for his labour»tlflin other emplo)’iers do, and eaol 
emjdoyer will do his best to control the labourers, in ordei 
to make sure that they yield labour of an average efiiciency 
because otherwise his cost o£ labour would berome highei 
than that of the other employers* * 

The result of the effort of the employers to get their wotI 
done cheaply, and of the labourers to get the highest remunera 
tkm for their ^bour, must be th%t ii^ all branches of tra^n 
the cost of a given sum of labour tends to Equality. Tb 
ipte of profitiof capital p^**iinit of commoditvctends toward 
5 
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what I call the nortnal level, whidi dq^enda up^n thc/feactent 
to w^h laboui^ving methods have been evolved at a givw 
^ime, and in a wen industry, hnd upon the rate of capitaMsa- 
'Ck>n. Profit b^g that part of the saying of labour which k 
di^ to the employment of capital, and which can b^ietained 
by toe capitalist, the profit per unit *of a commodity must 
constantly fall with the successive reductions of t^ labour 
cost, and the normal rate of profit tends to the same level 
^ all branches of industry which have reached toe same stage 
oK'^apitalizatibo. 

If the market ^nan normally absorb 10,000 of a commodity 
^ at a price of 1, and thi: makers at this price obtain the 
normal' rate of p^fit, they must pay the same rate of wages 
also, if they produce only 8,000 or they increase the output ' 
to ]%,000. ' Assuming the normal rate of profit to be, as sup- 
posed in the table on page 41, 60 pier cent, of the cost of labour, 
and supposing that the price advances to 1*3 when the supply 
smks to 8,000, and that it falls to 0*7 with an increase of the 
supply to 15,000, we may construct the following comparisons 
of toe profit : 


10,000 selling at 1 

* c • 

10,000 

Labour cost * \ * 

c 

• * 

9. 

6,666 


Profit . 


4> 

8,000 selling a!t 1*8 


10,400 

Labour cost (proportionately) 

Profit . 

C 

5,832 


5,068 

15,000 selfing at 0*7 . ^ ^ 


10,^ 

Labour cost (proportionately) 

. 

9,099 


Profit . 

501 


* Innumerable variations in the supply of particular com- 
piodities take place daOy ; sometimes one, sometimes another 
commodity is produced in^ quantity whito is^ther too great 
or too small ih proportion to the supply of other ccunmoditiei^ 
and there are ^herefqre constant variations in thecratio between 
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and, demand with carreapcmding variations in the 

prices. / f • 

it is the demand which determines the value* of those conf- 
miodities which, having already come into fte market, fo4n 
*tike prelsnt supply. But it is the profit which the producers 
obtain in their si^e wluch regulates the supply of the fiityrd 
Persons take personal vipws, but capital is essentially 
eealistic. It has no preference for one occupation rather 
than for another, it onl}!* seeks the most profitible emplov^^ 
ment. When the profit in one trade rises abdve the nomal, 
because its products are not supplied in sufficient quantity 
to satisfy the demand which coasts for them, more capital 
flows into this trade. *As soon as the pe^s^lum has swung 
in the other direction, and the market has b(en over-supplied 
with a particular commo(^ity, capital ceases to flow ^ely 
into this channel ; and after a while, the demand having in- 
creased, the w^ole production is absorbed at full price, and 
the profit again becomes normal in this branch. 

It is by this realistic tendency of capital that the productive 
activity of society as a whole is being constantly regulated 
in such a manner, that each commodity is in the long run 
supplied in just»such quantities, in proportion to the quanti- 
tiea»of all the other emmoditipA that it corresponds with 
the aggregate wants* Sf society. * 

In modem society, wher^ practically Jthe entire productive 
activity hefi been organized on a capitalistic basis, the tendency 
of capital to seek the most profitable employment would ad- * 
Just the supply of 'all commodities more rapidly than is always, 
the case, to suit the changes of the demand, if there were not 
)x>werful*causes at work Which, acting in opposite directions, 
constantly bring tension into the markets. 

l%e products of human *labour may be divided into two 
great categories : raw materials and manufactured commodi* 
ties. It may be laid down as a«general rule that it is iu)t 
possible to increase the output of raw materials with the same 
sapidity as that of manufactured commodities. A varieijy 
of causes tend,flo make an important «icrease of the produc- 
tka ol raw materials a slow process, ^ * 

When a lavser supply of cereals or m^t isuieeded, either 
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Hew land must be put undnleultiTetitm, or tfa^ afrii^yttind 
methods must ftt improvea» and both capital and time aie 
heed^ to obtain a larger quabtity of farm produce. There 
il practically na limit to the quantity vhich might taisedi 
if ^11 virgin soil i^ere pl^ed imder cultivation, and tlft cultur# 
of al^ lands were improv^ to the highest standard of htebandry 
which is occasionally reached.^ But although the capital of 
the world that is invested in agriculture is in the aggregate 
^normous, the rate of capitalizaticKn in the farming industry 
ia^w in com^rison with that of the most improved manu- 
facturing industries. The sum of annual profit of the indi- 
vidual farmer is thereforf^ on an average small compared 
with the incom^of the great manufacturing concerns. As 
it is the sum Of annual profit which is the principal source 
of t6e accumulation of fresh capi^h n^cw capital forms more 
slowly in the farming than in the manufacturing industries. 
It is generally not so easy for a farmer, who (Joes not himself 
possess the necessary capital for making improvements on 
the land, as for a business man, to obtain credit. It is a matter 
of common observation that a material increase of the agricul- 
tural production requires much time. . The farming industry 
supplies not only foodstuffs, but also a number of raw materials 
for the manufacturing industries— w^lbl, hides, flax, oilseeds— 
and the herds cannot be increased in humbers exceptfin the 
course of time. ^ 

Ores are another very important class of raw materials. 
•The consumption of metals constantly increases, aild therefore 
also the demand for ores. Existing mmes cannot always 
be «made to yield a considerably larger ^quantity, and the 
discovery of new ore deposits is often a matter of pure accident. 
Even when oreS^are discovered \n^a given locality In pa^in^ 
quantities, it requires much capital, and generally a consider- 
able time to develop a new mine.' Ore deposits are frequently 
^und in uninhabited places; roads or railway lines must 
be constructed, and housec must‘be built, before the minin g 
operations proper can make their commencement. The results 
pf mining enterprises are frequently disappointing, whk^ 
often makes it difficult^to i;aise capital for startlfjg new mine^ 
When timber supplifs^must be drawn from new iBstrieti 
because the eld foupsts no lender yield a sufficient quat^lty, 
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niudi^ibapiti^ is feqtured for cLening up the new sources 
supply. The enormous increatt in the consumption of rubber 
w few years ago caused much rapital to be iiweftted in mbbef 
fdaatations, but it takes years ^m the planting of the tr^ 
'until they may be tapped. ; 

The rn^umstauce that sufficient <mpital is, for dil^npit 
reasons * frequently not at onpe available for starting an in- 
dteased production of raw materials, prolongs the time which 
must elapse before increasad supplies can come oc^he market, 
even when the producers have become away’ that the^j^Rre 
needed. In comparison with the manufafturing industries, 
which are more concentrated in certain localities, the j)roduc- 
tion of raw materials i^ dispersed over th'a^hole populated 
globe. As a consequence of this wide distrilrtition of the pro- 
ducers, they do not all at the same time learn the state of the 
market. A particular product may have been scarce for a 
long time in tl^ central distributing markets before the news 
reaches the many remote corners of the earth from which 
this product is supplied. 

The natural conditions under which raw materials are pro-, 
duced are such that it often takes a long time from the com- 
mencement of preparations until a new and larger supply 
cas»be marketed. ButVhere ar</many other circumstances 
over whicl; the producers have no contfol, which either prevent 
altog^er or considerably delay an increase of the output 
of raw materials. The Anfferican prairies had existed from 
the beginning of the present geological epoch, but the laclf 
of transport facilities made it impossible to cultivate them * 
with a view to the export of wheat to Europe. The isolated ^ 
settlers could not construct the long railway lines to the 
seaports.* As soon as iflodem means of' communication 
were opened, there was a rush of farmers, who took possession 
of the prairies and sent eftormous quantities of wheat and 
other farm produce to the Old World. There is at present 
a scarcity of cotton, because the consumption rapidly increases ; 
and whenever there is a shortage of the American crop, the 
]^ce rises very much. The cotton growers are perfectly 
aware that aq* increased cotton qptput might be sold with 
splendid profitp but special circuiqs^cas mfte it difficult 
to obtain siitable laboureft in sufficient numbers, and the 
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world's cotton crop there^re^oes not increase^at tl^ rate 
which spinners Would like to bee. In many countries which 
might* yield lar^ quantities 6i raw materials, the political 
conditions are so unsettled that they retard and sometime^' 
stdg altogether an increased production. In other Entries' 
le^lation may check the development. 

As^i result of the above, and many similar circumstances, 
the supply of raw materials does not always respond very 
rapidly by an increase to a growii^ demand. 

SJjje productijjp of raw materials is, however, constantly 
growing. In its ^r-reaching effect one might compare this 
growth with the fall of raid over wide amas. If we observe 
a shower of raib^iyfegistering perhaps' only a few millimetres, 
it does not impress us much as a possible source of power. 
But ^ach millimetre makes 1,000 |,m.^ of water on an area of 
1 km.*, and if a river has a drainage area of 20,000 km.*, a 
rainfall of 1 mm. aggregates not less than 20^00,000 m.* of 
water ; and when we see this water falling in one huge thundering 
waterfall, we stand in awe at the immensity of the powers 
of nature. 

The production of raw materials is in reality the source 
and condition of the power of man over nal^ire, but because 
it is scattered over the wli^^le worlc^the production at acwh 
place is not relatively Very large, and increase of th^ pro- 
duction in our own neighbourhood either entirely escapes 
our observation, or it makes upon us a mild impression, like 
^at of a slight shower of rain ; but these small andHipparently 
«' unimportant additions of each locality to its output aggregate 
large quantities over all the producing districts or countries 
* of file world. This constant increase un the production of 
raw materials comes, in ordihaiy circumstanced, slowly! 
steadily, and almost imperceptibly. 

The same law applies to raw materials as to all other pro- 
ducts, that their value is determined by their relative quantity. 


If 'either the production is^ diminished, or a greater quantity 
is required, the value of the supply of raw materials which 
is available in the market advances, and the higher price 
^hich is .obtainable qt^akes the production i^ore profitable. 
After a time which js short or long, according ^ the nature of 
the particulai;, raw ^maleiial or the situation tf the places 
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fi!om Vhich the supply has to pe (Jrawn, the higher price act 
m all concerned as a powerful liagnet, the pMspect of a highe 
rate of profit finally attracts me necessary capital, and*eithe 
«the old producers or pew producers, or, as is usually the 
•both oil and new producers begin preparations for incre 
the output in order to4)enefit by the high price. 

It tdRces a certain time before the stimulus of the4dghe 
prices acts upon all the scattered producers of the raw materials 
inducing them to make p^parations for increasinii the supply 
and a still longer time nlust pass before thj more abur^n’ 
supplies are forthcoming. But when sueh^m movemefft hai 
once been started, Jhe vis inertid will keep it going for ^con 
siderable time, and supplies will continu^^m pour <lnto th( 
central markets in constantly increasing qusgitities, long afte: 
the shortage which originally caused the produeers to ealargj 
their output has been fillea. Instead of finding a ready sale, 
^the new supplies often reach a market which becomes mor( 
and more gluited, and they cannot be disposed of excep 
at low prices. When preparations have once been made fo: 
increasing the production of raw materials, it cannot be reduce( 
again without inconveniences which are in* many cases s( 
great as to aqiount almost to a compulsory continuation 
IKhen such a contingency has (Occurred, and the output o 
raw materials has bften largely increased all over the world 
the^ supply keeps abundant for a long while, and prices remaii 
below the average. The simply has become like an enormoui 
waterfall ^hich rushes down with irresiltible force. » 

It also takes time to build mills and factories, but the timi 
occupied in makiftg the necessary preparations for starting j 
new industrial establishment or for enlarging an old ofte, il 
• generally much shorter thali the period which is required fo: 
creating those conditions which are needed for a material 
increase of the world’s supply of raw materials. 

The price of manufactured commodities does not generally 
go down immediately, when tbp raw materials which* ar( 
used in their production fall in price, because the price of th< 
manufactured articles is determined by thj valuations of th< 
consumers aqd not by the cost of production, ^t periddi 
when the supply of raw materials is abundaat, and they an 
selling che^ly, the profit^ of the ^nlinuScturers improves b^ 
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the saving on the cost of tjie i materials. Whatever tends 


^n industry, makes those who 


ere engaged in it more inclined to increase their production 
op the slightest sign of an increasing dqpiand. « 

Vhe buying power of the producers of raw matf^rials is' 
wakened in times of Tibundance because they onl% obtain 
poor |>rices, but, owing to the constant increase of the quantity, 
the aggregate buying power slowly increases in spite of the 
low prices. ^This leads, after a whUe, to a moderate increase 
in%^e demand ^f the producers of raw materials for manu- 
factured commodjties. The manufacturers, who find that 
ordqrs are coming in more Vreely, increase the output of the 
existing^ establiSi^jients ; the raw materials being plentiful, 
all they need to«do is to run their mills full time or engage 
som^more labourers. As they are able to sell their commodities 
at full prices they obtain a good profit. In proportion as the 
sale of manufactured commodities expands, tjjtere is also an 
increased consumption of raw materials which places greater 
funds in the hands of their producers, who are thereby enabled 
further to increase their consumption of manufactured com- 
modities. 

The manufacturing firms are managed by mqp whose training 
has taught them to study flucti^ions of the market;eio 
order to profit by them, and they have ati^their disposal a gredit 
organization which is much more highly developed lhan that 
of the producers of raw materials. Selling their production 
qji a commercial basi^, the manufacturers feel almost instan- 
c4;aneously any change which may occur in the demand, and 
they are generally in a position to raise th^ necessary capital 
Vor establishing new mills or enlarging olcLones, as soon as they 
have satisfied theipselves that thi^ will be a profitable invest- ® 
ment. Very soon after the demand for a manufactured 
commodity has overtaken the supj^y, and there is a prospect 
of more than average profit in this branch of industry, prepara- 
tions are therefore made for^dding»to the supply, and after a 
comparatively short period the production is actually increased. 

The movement ^hich was started when preparations were 
bd)^ for, increasing the output of raw materials, having 
actually resulted in an addition to the buying^power of the 

world, is tranSn^it^^'^ an/1 a1ura\ro nri/loi* in 
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manufacturing industries. Mailufafturers and dealers suddenly 
experience a general improvement in the demftnd, and by and 
by the consumption has grown so much that the ejtisting 
establishments can up longer cope with it. Prices of maim- 
•facture(| commodities will begin to advance, and profit pn 
capital ||h vested in the particular branch or branches of indus^ 
will become more than normal. ^ * 

* When this stage has been reached it will set many keen 
minds working to calculate the chances, and if the enhanced 
profitableness of any industry lasts only a comparati^ly 
short time, capital will soon begin to flow iry^ it, and pre^ra- 
tions for an increa.^d productioiZ—the enlargement of ojd or 
the establishment of neW mills—will be made.t*^^ithin h period 
which may be reckoned in months — at tha utmost two or 
three years — the new mill^ and factories are ready to start 
operations. 

To increase |the producing capacity of the manufacturing 
industry, whether by enlarging existing mills or building new 
ones, involves the conversion of wealth, which has previously 
been idle, or of floating capital into fixed capital. Those who 
had beei> accumulating funds, perhaps during years, suddenly 
place them at th^ disposal of society for financing the necessary 
iacrease of the industriJj productivity. Their capital is used 
for tl^ purchase of building and of other raw materials and of 
machinery, and for paying wages to the labourers who are 
engaged to erect the new milis. The owners of the accumulated 
funds place them at the disposal of other*people, who use them 
to buy commodities. When the transaction has been completed 
and the mills finished, the funds have disappeared, because 
the commodities into which they were exchanged by tliose* 
•who received them havetbfien consumed. In place of their 
accumulated funds the previous owners have become the 
owners of the new mills, or* shareholders in or creditors of the 


companies which own them. 

To create more fixed capital than previously existed i^ to 
increase temporarily the consuming power of society. The 
potential energy stared in past accumulations is suddenly 
liberated. Everybody knows that in^^times when many neW 
industrial establishments are started, and^ills^re being built, 
there is greab activity ; labour is in*good demand, and because 
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tlie working classes are eniploTed at good wages, ^ the dtoand 
for foodstuffs dhd for commodities of all kinds is also good. 

« Th6 increase in consumption, which is the effect of permanent 
i^estment of capital in new industrial undertakings, ofteir 
lu^ those who manage the industry into a serious i^iscalcu-^ 
la^on of the permanent ‘strength of the demand and tl:^ buying 
powe4\ Orders are pouring in from all quarters, and it is 
impossible to distinguish those orders which are due to tte 
transient capital expenditure from ithose which are the result 
of^e normal productive evolution. Before the mills which 
are building ha^^^ been finished and have begun operations, 
the^xtra demand which haS been caused, by the expenditure 
of capital for tttibir building has often 4ed to a further advance 
of the price of«*the commodities which the new mills will 
supply. This new advance makes fhe prospects of the industry 
appear more promising than they really are, and it is a common 
occurrence that a number of new mills are planed by eager 
promoters, and their building commenced, before the first 
mills, which were justified by improving trade, have been 
completed. 

To build new mills it is necessary that society performs 
more labour than previously, for thq prodifhtion which was 
carried on before the building of thftse^mills was begun i^ri 
no way restricted j it is on the contrary stimulated* to ^eater 
activity by the better demand for commodities of all kinds. 
The sum of labour wlvch has to be executed, therefor|, increases 
6y the labour involved in the building of the new mills ; the 
* number of unemployed labourers is reduced, jind all the members 
eOf society are stimulated to greater exertions. 

The new industrial establishmehta are gradually completed f 
the period of capital expenditure is over ; bricklayers and 
other building labourers and engineers, who have been busy 
jp. erecting the new mills, have finished their work, and the 
demand for this class of lahyaur subsides. 

But when the new mills are ready, the production of those 
commodities for f which they were planned is commenced, 
dtid changed economic ^conditions have been created. 

With few m.d iqlMmport^t exceptions, the#iraw materials 
are non-consu^ble products : to become usefuj^ to the con- 
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mxmeh the^ must undergo a | more or less complete trails- 
fonnation by the manufacturing industries, dhd the demand 
for the raw materials comes tlierefore from those who nfanagt 
the industrial firms, and not from those who ultimately consume 
the ma^factured commodities. A new industrial establij^- 
ment therefore increases the demand for the raw materials 
which it requires ; it has been calculated for a certain prodiSbtion, 
and if it is to yield the profil anticipated by the promoters, 
it must buy the quantity of raw materials for/which it is 
arranged. The new miirwill therefore increase the demand 
for raw materials, which will immediately ^ave an influence 
upon the price. If, the raw mate?Hals are in shprt supplj^jEUid 
dear before the new mill is started, the aimtional demand 
will cause a further advance of the price, and the inducement 
for the producers to add tp the supply will be strengthened ; 
if the price is normal, the additional demand will tend to 
maintain it ; if the supply is abundant and the price low, an 
additional demand will have a tendency to prevent the price 
from going still lower, and this will encourage the producers 
of the raw material to go on. How great the influence of the 
demand of the new mill upon the value of tfie raw material 
is to be, depends^ of course, upon the-ratio between the quantity 
dKhich the new mill reqC^res to the total supply, but each new 
manufacturing establishment is an additional buyer of raw 
materials,* and by increasing the demand for these, it brings 
more money into the pookets of their producers, and thus 
tends to increase their buying power. * • 

Not only are manufacturing firms practically the onlyt 
buyers of the ra^ materials, but under modem conditions, 
industrial firms are,* together with the producers of the ran# 
materials, the employert df nearly all labour. Few people 
nowadays produce those commodities which they consume ; 
the majority of mankind* have become specialists who are 
engaged in the production of one commodity, and buy in t|^e 
market all the other commodities which they require. •The 
individual does his share of the productive work of society 
as manager or labourer in capitalistic undertakings, and at 
any rate in the industrial production, as carried tOn to-dSy, 
practically w whole is done in *mills ^d fattories by hired 
labourers. 
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JuBt as a new industrial establishment adds^ by ill very 
existence to thff demand for raw materials, so it adds also to 
the dl^and for labour. The mills of different kinds which 

S isted before the new one started its operations,* do not cease 
}ir production because this new mill has begun ginning;* 
anrd the labour which is required in its production of cWmodi- 
ties i^ therefore to, that extent an addition to the total labour 
which has to be executed by society. A greater sum of kg. 
metre of energy must be transferred to matter by human 
mu^ular energy if the total sum of commodities produced 
by society is to increased by the quantity which the new 
milLis intend^ to produce^ * 

A ne^ industKial establishment may obtain some labourers 
by engaging persons who have previously been out of employ- 
ment. But the majority of labour^s are at all times employed, 
and to get a sufficient number of labourers the new establish- 
ment must attract them by offering somewha# better wages 
than the old employers have been paying. The competition 
between the employers is thereby increased, and as a result 
the level of wa.ges in industrial occupations will be sonewhat 
raised ; how much this advance is to be will depend upon the 
ratio of the sum of labour required by the newvmill to the sum 
of labour which was previously p^iormed by the whoj^- 
industrial population. The additional iiidustrial labour which 
is required is partly obtained by a general rise of the efficiency 
of labour, but more often by attracting what •! would call 
crude labour, agricultural labourers, navvies, add similar 
(^unskilled labour, to the mills and factories. Under the factory 
discipline this class of common unskilled labour will be gradually 
Educated up to a fair standard of efficiency, but as a rule the 
cost of labour will be somewhat above the normal in the first 
period after a considerable increase of the industrial production ; 
the level of daily wages will advance more than the efficiency 
of labour. 

The tendency of the establishment of a new industrial mill 
will be to increase the demand for raw materials and for labour, 
and therefore to increase the cost of both. It will, on the other 
hfl^, add .to the supply of the finished commodif y which it is 
to produce, and^his crease of the supply will haf^e a tendency 
to depress its sjelling price? How far the fall shall go will 
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depend upOQ the ratio of the addition to the supply of the 
particular commodity to the previous suppl^^ But while a 
new industrial establishment adds to the supply of thd com* 
inodity which it manufactures, it also increases the buying 
power oi the society by its purchase of raw materials, andjroy 
the wa^s which it pdys for labour, and the demand fordts 
commodity may be so much increased by ttie purchases^f the 
^oducers of raw materials and of the labourers, that the 
addition to the supply may be partly or wholly counteracted. 

In the industrial community the knowledge of a shov^j^age 
in the supply of a particular commodity sjyi^ads rapidl^ and 
thanks to the ease, with which C&pital may be^ised fgtJn« 
dustrial undertakings which are believed ti/offer pitospects 
of more than average profit, it frequently happens that instead 
of one mill, which might sufice for supplying the actual deficit, 
a number of mills are simultaneously established. 

The value olthe commodities which these mills must supply 
is determined, like that of all other articles, by their quantity 
in relation to the supply of all other commodities. If the out- 
put of the new mills added to the previous su^ly is in excess 
of the quantity which the market can absorb at the normal 
price, the result .will be very disappointing for those who have 
iwen responsible for statfcing the nOw mills, and for the capital- 
ists who have put mfbney into them.* When too many mills 
have been established for the production of a particular 
commodity, they will, as swn as they begin to operate, drive 
the price 4>f raw materials and the wages of labour up against 
each other, and over-supplying the market with their commodity, i 
they will be oblifed to sell it cheaply. Instead of making 
more them average profit, as had been confidently hoped^ th^ 
new mills will for a tin» he worked with less than average 
profit, and the over-production is often so great that they 
must be run at a loss. « 

The over-sanguine investors discover their mistake whqn 
it is too late. For when^dle wealth or floating capital* has 
once been converted into fixed capital by investing it in 
industrial works and machinery, it cannot bo withdrawn again ; 
the funds hape been consumed, and ||ji their place the own&s 
possess the new mills or a lien on them J^^ThMoss of working 
them may d)e so ruinous fhat they are simply abandoned ; 
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but it is only in rare case9 that this happens. 4^ a ri^Se pio- 
ducticm is coiCvinued on the increased scale. It is when a 
eerioUB over-speculation has taken place in a trade that the 
iganagers have an opportunity of showing their mettle. The 
c^t of production must be reduced to come down a level 
oi value at which the Vhole output may be disposed of. In 
spite 'irf over-production, the mills are under such circumstances 
frequently enlarged, because an increase of the production 
reduces the« cost of production ; methods for saving labour 
are^erfected, and new ones invehted ; the control of the 
lab^ers is maifcc more exacting to ensure efficiency; new 
squices froniK^hich to dra^ the supply pf raw materials are 
sought,^ and neV*markets are tried for disposing of the finished 
commodity. Meanwhile the relatively cheap price at which 
sales are made stimulates the demand, and after a period, 
which may have been extremely trying to all concerned in 
the matter, it is one day discovered that thT- whole of the 
output can be disposed of, and the balance sheet at last shows 
a profit. Those people who have never had the experience 
of passing through such an industrial crisis have no idea of 
the terrible strain to which those who are responsible for the 
management may be exrposed. It often happens that the 
selling price which finally 'yields a pbrmal profit lies belo»'*^ 
the cost price which figured in the prospectus upon^whigh the 
company j^as formed. 

In the explosion engines which have become so common 
during late years, the^power is generated by a rapid^succession 
(*o£ explosions of minute quantities of oil. In the economic 
worid the sudden additions to the producing power of the 
^adhfacturing industries may be likened to the explosion 
engine, because they produce etonomic motion!;. Each'' 
industrial expansion is due to the liberation of latent energy, 
accumulated in idle wealth, which is converted into active 
capital for starting the new industrial establishments. They 
stimulate the production of, raw materials, and they demand 
more labour, and by offering commodities at lower prices th^ 
stimulate consumption. 

'^In the loginning of a^ trade boom capital is freely subscribed 
to every new comply which the promoters [dace before the 
public, if only tl^e prospects' are described in sufficiositly glowing 
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tennsf. The wealth of the world i is enormous, and after a 
period of quiet trade there is such a superaburidance of capital 
seeking profitable investment, that it is pardonable if the 
promoters fall into the error of thinking that there is no limit 
*to the wealth which is available for starting new undertaking. 
The sunf of idle wealth which may be drawn upon for conversion 
into active capital, and particularly for investment .a» fixed 
capital, is, however, always *small in comparison with the 
capital which is previously engaged in productirai. After a 
speculative boom has lasted for some time, the aggregate of 
new investments begin to tell upon the availa^^e accumuWfions. 
New subscription li^ts are no longer so rapidly^led, a gj^ t 
last they fail altogether to attract the publi^T The burst of 
speculation has spent itself ; the idle wealth which had accumu- 
lated before the boom com^ienced was large, but not without 
limits. A period of digestion has become necessary, and new 
accumulations ^ust be made before further industrial invest- 
ments can take place. 

The productive work of mankind is performed with a certain 
sum of kg. X metre labour, which is a multiple of the number 
of labourers and their rate of efficiency. T^e commodities 
which are prodi^ped require per unit a certain sum of kg. X 
jnetre labour. The labej^r cost po/ unit of kg.m. is the same, 
or rajher it tends to tequality in all branches of production. 

If each commodity could be produced in the quantity relative 
to the quantities of all othqjr commodities which would corre- 
spond with the valuation of society, the •profit of capital in ay 
branches of productive activity would also be uniform. But 
society would easily become stagnant if it were possible so 
nicely to adjust the i|upply to suit the demand. • * 

• The balance between » sOpply and demand is, however, 
constantly being disturbed by the dynamic tension between 
the quantity of production of raw materials and of manu- 
factured commodities, because there is a slow but steady 
increase of the output of (aw materials, while the output of 
manufactured commodities is increased by short and rapid 
starts, followed by periods of rest as in thei explosion engine. 
As soon as on^ manufactured commodity is produce^ in larger 
or smaller qli^lltities than the market j^emaads, the profit 
on its prod^ion rises ab<^e or ffilit below yie normal, and 
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under modern capitalistic ^conditions, the producers, who must 
pay unchang9^ wages, immediately take steps to regulate 
^the supply, as fast as possible, by restricting or increasing the 
mm of labour used in the production of that commodit}^ 
ik^h succeeding cycle of “ good ” or “ bad ” trade increases 
the producing capacity of mankind, and the outpik of raw 
materials constantly increases. 

There seems to be no limit to the expansion of production, 
because n^v desires are developed as soon as one has been 
satisfied. 



CHAPTER IV 

WAGES, AND PROFIT 
• 

Human desires can only be satisfied by projects vhicb^ve 
been shaped by our labour. / ^ 

Stuart Mill says : If.we examine any case dt what is 
the action of man upon nature, we shall findjthat the powers 
of nature, or in other wordf the properties of matter, do all 
the work, when once objects are put into the right position. 
This one operaJ;ion of putting things into fit places for being 
acted upon by their own internal forces, and by those residing 
in other natural objects, is all that man does, or can do, with 
matter. He only moves one thing to or from another. Motion 
and resistance to motion are the only things wh&h his muscles 
are cc^structed for.” 

Production, according -to this'Heraition, consists in bringing 
TIEout such a combinayon of matter that, it satisfies a desire. 
It depends' upon the circumstances of each case how long the 
combination, which we havg produced, is to last. The pyra- 
mids are njore than 6,000 years old, and the stone and mortal^ 
which the servants of the Pharaohs “put into the right position” 
have remained there ever since. A glass of wine is the final 
outcome of a great number of productive actions, which have 
Jiad for their object tlie u^e»of the forces of the sun and the 
soil to produce this peculiar combination of matter; it is at 
once and for ever dissolve^ when the glass is emptied. An 
actor in a play also “ puts objects into the right position.” 
By motions of his body and^the mpscles of his face he create! 
a fleeting picture, and by his tongue he sets the air into vibrating 
motions so that words are formed. The peculiar combinations 
of matter which are evolved during his performance (Jisappeai^ 
however, at t^j very same momenf thht they^T^ produced. 

Writers oi^ Political Econ^y hav^ spent a great deal of 
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ingenuity upon the classiacation of some kinds of labour as 
productive, aad other kinds as unproductive, Stuart Mill has 
•beeniclassified as an unproductive man, while the compositors 
who set up his books, and the printers, were reckoned as produj;- 
tifcre. This seems to me a futile play of words ; in my opinion ah 
labour must be considered as productive when it Vesults in 
creating a combination of matter, however unstable, by which 
a human desire can be satisfied. All products are created, 
and servicte are rendered for the purpose of being consumed ; 
and as a general rule their utility stands in inverse proportion 
to tRi-ir durabilKv. Many things which are indispensable are 
ii(^t periSh^le. It is no'i by the duration of a particular 
combination m matter that the labcxir must be judged which 
is spent upon I’ts production, but by its suitability for its ' 
purpose. 

Since all labour, whatever its character, consists in putting 
objects in motion, it may be reduced to the sanyi denomination, 
for it always results in the transfer from our body to surrounding 
matter of a sum of energy which may be measured in kg, X m. 
Wc all contribute each day to the common household of 
humanity by bur labour a certain sum of energy which, being 
expended according to ocr individual vocation, results in the 
production of a given quantity of gpods or services. 

My contention is that money wager, or the remuneration 
which each member of society receives in return for" his labour, 
have a tendency towards unifotTmity ; that is to say, the 
, tendency is that a ^ven sum kg. x m. of energy, transferred 
by our labour to matter, is paid for at all times, in all places, 
and in all trades at the same rate. ' 

" Iwo circumstances combine to obscure this law of the 
uniformity of wages, as I might perhaps be permitted to call 
it. The uniform rate of wages of which I speak, is the average 
remuneration in all branches of work. But there are some 
kinds of labour which are easily learned, and there is a greater 
(K)mpetition for employment^ in suc}i branches of industry, which 
presses the wages below the average rate. Conversely, there 
are other kinds qf labour which only a few people are capable 
bf perforpiing, with the result that in such baches there is 
little competttifiji, j^fi'wdges rise above the gverage rate. 

It is also necessa^ tb iremember, that the ui^onn rate of ' 
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mg€s*refers io a given sum of energy transferred to matter 
or the work done, and not to the day or week, or to the total 
toil of the labourer. There is a very great difference m the’ 
Ulite of efficiency of different labourers, and even if they arc 
paid at Ae same unit rate per kg. x m. energy transferred Jo 
matter, the daily wag^ of one labourer may be many times 
greater than that of another. .The technical evolution of the 
last 150 years has been accompanied, in the leadin|[ industrial 
countries, by a constant intrease of the efficiency of labourers, 
and this increase has been more pronounced in some co^.tries 
than in others. Very great variiitions in'^dailywages are 
therefore found when we compare Sifferent pericu^r c^jffeiiflit 
countries. The fact that the countries which are industrially most 
advanced, and where daily wages are high, ?an export their 
products to undeveloped paAs of the world where daily wages 
are extremely low, is evidence that the higher daily wages 
have not been ^accompanied by a corresponding increase in 
the cost of labour. 

The strength of the labourers, or their power of motion ^nd 
resistance to motion, which are the only thi^s for which 
their muscles are constructed, to use the words of Stuart Mill, 
varies nowadays «s it has aliiittf^^one. Some persons or 
ijices are strong and ener^tic, and others are weak and lazy. 
Simila* differences exisfed in the Stone ^ge and in the Middle 
Ages. In all ages there have been both intelligent and efficient 
workers, and stupid and inefficient ones. , 

There 1m®, therefore, always been, and there is still a consider-'^ 
able natural variation among labourers in regard to the sum 
of energy which is transferred by them, in the course of a day’s 
labour, to the matter upon which they work ; or, to put it in 
dlher words, one labourer fnay produce a greater quantity of 
goods or render more service than another, although they may ^ 
be occupied in the same Bind of production, under equal 
conditions, and use precisely the same kind of tools. • 

In the long history of the human Yace there have been many 
periods during which the efficiency of the working classes 
has progressed, and in which the average efficiency has been* 
eomparatiyely high, and there have li^i^^ther periods In which 
the capacity t^roduce good^has d^ync^^lffh^in regard to 
their quantit3fi and quality. The final result o^the technical 
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evolution of mankind from its origin down to j^e end^of tfre 
riffhteenth <^tury was nevertheless such, that tiie average 
*d9idlncy of labour and the general productive ability of our 
race remained at a low level And how could it have been 
otherwise ? The methods of production were still i^rimitivd, 
libariy all manipulations were executed with tnanuXi labour, 
and because the rate of capit^ization was therefore low, the 
rate of daily wages was also very low. There was no indifte- 
ment for feie labourers to exert themselves intensely, and in 
rega^ to technical knowledge and administrative capacity 
the ^plo^rs s'^l^ood on a ^ very low level compared with the 
standard olSfiSiciency whic'h in our day/i is indispensable for 
the management of large industria! or commercial under- 
takings. *' 

In a study of the wages queslion, we may therefore start 
from the period when power machinery was introduced ; that 
is to say, the last forty years of the eighteentlf century. 

Labourers who had received their training in the various 
domestic industries were suddenly converted into factory 
workers, and were placed under the discipline and strict 
supervision which is possible only when a number of labourers 
work in the same place.'* L^T'der the conditions which at that 
time prevailed in England this naturally resulted in 
increase in the efficiency of labour. Vor the worj^ingc classes 
were so placed that they were under the necessily of trying 
to satisfy their masljers in the amount of work, to avoid losing 
•"their employment. Because the work which the;f'had to do 
when tending a machine was of a comparatively simple nature, 
axgl the same process was repeated from' morning to evening, 
th^ gradually learned to work with greater rapidity and 
exactness than at the beginning. ^A long day in ^e frctoiy 
was tiresome enough, but their work did not require so great 
muscular exertion as the handwfirk to which they had been 
t accustomed. Their output with the help of the madiine did not 
depend so much upon the amount bf muscular energy which they 
brought to bear upon their work as upon the extent to which, 
othey learned to* economize in those movements of the body 
or the fingers which (;am^ into play under thi^ various xnanii^ 
facturing physical strength^of an efficieilt 

labourer maycnot greater than that of his inoffident 
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but he tons out a greater qulntity of products in a day 
because he ^oids superfluous movements, ««md therefore 
transfers a greater percentage of his energy to the mattenupon* 
U^hich he is set to operate. It therefore did not take a long 
time afto the introduction of machinery before there was a 
general advanoe of efficiency among the industrial laboureAi 
of England, in spite of the many and great, blunders in the 
management of the mills which the employers made at the 
beginning of the machine ^ra, of which the most iferious was 
the excessive employment of child labour. They used children 
under the erroneous belief that neither intelligjmce noratrtngth 
was required to teqd a machine,* and the resul^^^s Jtl^t 
they overtaxed the children to a terrible extent, whilb they 
did not get as much work out of their machine* as would have 
been possible if they had u£ted grown-up labourers. 

As long as employment still remained scarce, their mutual 
competition prevented the labourers from reaping much, 
if any, personal benefit from this increasing efficiency of their 
labour* Daily wages did not immediately rise in proportion, 
and it would therefore seem as if my law of the^unifornutj^of 
wages was shipwrecked at the very outset. But like so many 
other “ laws ^Jiich have beei^piopounded, it deals with 
Ji^dencies only, and do^s not alffays fit in with concrete 
circuiqstances of a giv%n moment. » • 

If my contention is accepted, that wages have a tendency 
to uniformity, and that thcw profit on capital is a part of the 
saving ofdabour, due to the empio 5 nneht of the capital, ii» 
follows that when the cost of labour is uniform, the profit per 
unit of product depends upon the rate of capitalization, but 
the annual rate of p^jofit depends upon the extent to w£ch 
it is possible to utilize the productive capacity of the manu- 
facturing plant. 

On page 88 I have assumed that with a capitalization of 
24,800 the daily production would be : ^ 

Production 64 A, selling^t 2*84 per 1 .4 . , 150 * 

Less wages 100 

Profit per day . . ^ 50 • 

€» 15,000 per mmurn, equal {o 61} per ^t«w2P4,800* If the 
bboteom had increased th^ effia^cy. by^kbout 10 per 
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emt to 70 J wsfcftout gemng bigb& wages, the eakAtiom 
would be; ^ ^ 

AxHluctidh 70^, selling at 2*84 perl A . • 188*8 

Wages 100 

Profit per day . , . t 68*8 

or 19,140^per annum, or 80 per bent, on the capital. % 

If the nidinufacturer cannot find^ buyers for the output of 
his mill for the whole of the 800 days* work in the year, but 
can osiy sell wha( he can produce in 200 days, the c^culation 
for a ye^^xiiiU be : *• 

*" *’!>90 ^0 = 14,000 at 2-84 =f 82*760 

Less wage; . . 200 X 100 = 20,000 = 12,760 

or only 52J per cent. It will be seen that it is more advan- 
tageous for the manufacturer to reduce the selling price by 10 
per cent, if he can thereby dispose of 800 days* production 
in a year: 

' ^ 800 X 70 = 21,000 X 2*11 =» 44,810 

* Less ^ges . 800 x 100 = 80,000 =* 14,810 

which gives an annual pit'l?!; equal to 60 per,^nt. 

If daily money wages Iti a particblar branch of industr 3 &i» 
remained at the average level, and the efficiency incijeased, 
the manufacturers in that branch would get their labour done 
at a reduced cost. But as soon asha sufficient number of mills 
cn this branch were started, so that the entire deraund of the 
market could be supplied by them, the competition among 
tile manufacturers would compel them either to raise the wages» 

' if fids were necessary to get a sufficient number of labourers, 
or to lower the sellii^ price of the product in order to be able* 
to place the entire output of the mills. 

When wages in a particular trade or locality fall below 
^ average, the weight of the capitalization tends to lower 
iht selling price to compensate foi this actual reduction in the 
cost of labour. Products of underpaid labour were sold at 
the beginning ofi the machine era, as they are sold to-day, 
&elow tha level which ^would otherwise havefi)een indicated 
by ti^e rate of^wyit&zation. 

As producer^ toe^Ex^lish labourers out not tfmnmomAfiyi 
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B tmAei ywv b&itAt by thkt pfowing efficiency ; bnt 
as consumers they gained by a fall in the prioa of the com- 
modities in the production of which their underpaid labour* 
i{as used. 

• It was the growing weight of the capital employed in the 
indostria which gradually caused a rise in money wages. Jt 
may be said that, from the labourers* point of view, th^main 
cfaange in the character of the machinery which hM been a 
result of the successive injprovements in the con^^ction of 
the machines, has been to reduce the number of labourers 
who are employed on each machine, and to incjrease th^;^idity 
of production. To tend a machinh which runs f&^^oes npt 
require of the labourer a much greater physical exertisti than 
when it goes more slowly, because the essence of machine 
production is to relieve the! labourer of heavy work. But to 
watch a fast operation necessitates closer attention, and the 
labourer must learn to execute those manipulations which are 
required of him with greater rapidity and with a more supple 
hand. The work on a fast-running machine must be dorm 
with greater intensity than is needed if the process is 
And it takes time before a labourer has a training which enables 
him to increase th^ intensity of ^J^heur. A great and marked 
increase of the average effigientjyof a^arge industrial population 
must therefore necessarily be a comparatively slow process ; 
and as daily wages are in the long run fixed according to the 
average standard of efficiency, a nse of wages must also be 
slow. • * j 

When such improvements of the machinery are introduced 
that the rate of capitalization is materially increased, the 
necessity of getting sufficient work out of the machinery 
isompd the manufacturers 40* try to get labourers who will and 
can do more work than the average* Their only means of 
attracting such labour is to •pay higher daily wages than have 
jaevio^y been current. But the efficiency of the labourers, 
when it depends upon the .intensity of their work, will not 
immediately be high enough to correspond with the. require- 
ments of the new machinery. 1 

If> in the iy;>ove example, the manufacturer pays doubll 
wages, but gsts only 60 per cent, ^eat^ ^U^uction, he will 
Iqse ^ the |crangement, udlbss heledh raw i^ie sellhg price 
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of product somewhat.i Let us suppose th^t he *11 
at 2’50 ; if S( 4 ^the calculation will be thus : 

?roducti6n 64 + 50 per cent. = 96 at 2*50 . = 240 

Less wages 100 x 2 \ 

Profit per 4ay • 40 


or 12>00(^per annum, equal to 49*4 per cent. • 

The labourers do not at once le^rn to turn out with a new 
machine as great a quantity of products as it is designed for 
by tbK^gineer, ^nd, to the manufacturer who has introduced 
new macWnery, the cost of. labour per unit of his product is 
thereVooe in the beginning somewhat higher than at the normal 
wage. Since tlje capacity of the new machinery cannot at ' 
once be utilized to the full extent, Che selling price of the goods 
does not at once fall to correspond with the calculation of the 
designer. < 

Products of overpaid labour are therefore sold proportionately 
above the level which would be indicated by the rate of capitali- 
SMCbion. 

But when tne labourers In a particular trade or locality get 
twice as high daily wagos^ s ^he average raje, although their 
efficiency is only fifty per>e^ nigh^r than the average, there . 
will after a time be inoreased competition among the labourers 
to obtain such well-paid employment. When sufficient time 
has passed, the competition will h^ve increased the eflSciency 
^f the labourers in this trade even beyond the actval rate of 
^ wages. 

The actual rate of money wages for x kg#* x m. of work done 
in % particular branch of industry will follow a zigzag line, a 
little below or a little above the ateiage rate in all trades ; th& 
selling price of the commodity will be to a corresponding 
extent reduced or raised ; the daily earnings of the labourers 
will increase in a progressive branch of industry in proportion 
fo 4:heir efficiency, while tl^ profit per unit of product and 
per cent, per annum on the capital which is invested in the 
industry, will sink with the increasing rate of capitalization, 
but the ^um of profit will increase in projortion to the 
efficiency of labour 

At the beginjiihg of machinery era neithei^masteis nor 
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laboi^rs understood the wages problem. The former thought 
that if they only paid low daily wages they^'ldso got their 
work cheaply done. And nobody can blame? the lahbureri 
Ahat the thought was altogether foreign to them, that they 
•could iiyprove their own lot by exerting themselves more than^ 
before on behalf of their masters. ^ 

It was a great misfortune fqr England, o( which I shM have 
lilore to say in another connexion, that at the crijifil period 
in her history when machinery was invented, the lot of the 
agricultural labourers wa5 a miserable one. The advance of 
daily wages, and also the average efficiency of labmf^in the 
industries, would have been nibre rapid, if tli^md^stjial 
labourers who were thrown out of work by the new iffachines 
could have found remunerative employment* in the country. 
The condition of unskilled ^labour of all kinds, and not solely 
in agriculture, was, and still is, very unsatisfactory in England, 
in spite of the rapid industrial progress of the last 150 years. 
It was not before, 1870 that general and compulsory school 
education was introduced, and although the moral and ip?* 
tellectual influence of a school education wj^ch cojaif^fi^s 
every child may easily be overrated, there can be no doubt 
that England of io-day would h»yi^^tood upon a higher plane 
if her people had had co*haipii1sory spooling of the entire people 
as loug as^has been thi case in Scotland.* The wholly illiterate 
are at last disappearing, but it would have been much better 
if there had been none of them at the time when the machines 
made their appearance. The miserabfe housing which the 
working classes of the towns of England have had to put up j 
with, has also done^uch to keep the lower strata of the English ' 
working population, 4he unskilled labourers generally, and the 
• casuals particularly, in a Tf re*tchedly low condition, intellectually 
as well as morally. 

Out of the mass of poorly paid unorganized labour, the skilled 
labourers, who have formed the trade unions, have gradual]y 
created for themselves a position as the aristocracy of the work- 
ing classes, but the status of the skilled labourers would have 
been still better if the lot of the majority of*the English labow 
world had no^been so depressing, an^jf the unskilled labourers 
had stood on a somewhat higher plane lo^viltzation. There 
would havnbeen more competition *foi; £e twell-paid skilled 

■ t . 
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labour if the intellectual and moral condition bf the lower 
strata of the nfbrking classes had been a better one, and keener 
dOmp^tion would have led to a more rapid increase of efficiency 
of the skilled labourers, which would have been followed in ducp 
c^Tse by a further rise of daily wages. ^ 

The engineers who constantly constructed more fast-running 
machines, which involved a steadily increasing rate of capitali- 
zation, li«^e nevertheless gradually changed the industrial 
conditions. Earlier than in any otker European country, the 
British labourers learnt to work with a comparatively high 
rate ofVSJ^ncy on modem f^t-running machines. The cotton 
industry isa typical example of the interaction between an 
efficient class of industrial labourers and the art of constmcting 
machinery. Thd'superiority to-day^ of Lancashire in the cotton 
industry of the world depends upon the circumstance that the 
hereditary skill of the operatives has made it possible in Lan- 
cashire to introduce more and more fast-running spinning 
machines for high counts of yarn. England is not only far 
of all other countries in the number of her spindles, but 
eacii^ these \Ioes a greater work than is obtained anywhere 


else with machinery of the same t 3 pe. 

The advantage of havfljjiitlj^ start had given England at 
one time a superior industrial wbriing population as far as 
skilled labour is conbelned, and competition had pompelled 


her manufacturers to pay higher daily wages than were obtain- 
able in other countries. The mamifacturers were not only 
dbmpelled by competition to pay better wages, but there were 
I also many of them who were shrewd enough to understand 
thaj it did not matter to them how mu6h they paid their 
labourers per day if only their products ms ere cheap. But this 
clear insight into the labour problemVas not general,* and did 
not fully determine the trend of the evolution. On the con- 
trary, the English manufacturers hcftidled the problem of piece 
payment from the beginning so clumsily that it gave the trade 
unidns the pretext to handle it from* the opposite point of view, 
and quite as clumsily. 

Wages are paid’at a uniform rate for the sum of kg. x m. 
energy wMch an average labourer can yield without over- 
Btraining him^lf.^*;jKine^ wages should therefore not be re- 
|daoed by piece^yiQent before the labourers haf^ genendly 
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leMif to do their particular kind of work with a fair average 
degree of efficiency. 

The mistake of the English manufacturers w%s to introduce 
piece payment too early, and to reduce the piece rates time 
•after tiiye, overlooking the fact that if they really succeeded/' 
in getting the labour* done at less than average cost, th^ 
mutual competition would finally compel ,them to fo^ this 
advantage, and to give their buyers the benefit of tjj/ reduced 
cost of labour. , 

The labourers have made the opposite mistake of believing 
that they can get more than average payment given 

kg. X m. of energy, and can shiA with impunity fneir ^uties 
to the masters. Whenever the trade unions force file pay- 
ment above a level which amees with the average rate of wages, 
and the cost of labour becomes thus artificially high, this extra 
cost is added to the price of the products. Let me point to the 
example of the building trades in Norway at the present 
moment. House i^gnt in that country is going higher and 
higher, and the socialists demand municipal action to k^ 
rents for the working classes on a level whicb/they Qjsi^iaer 
reasonable. But at the time of writing there is a general strike 
of all the labourers in the builffingA^des, who demand higher 
payment, although it hds^B^ established beyond doubt that 


wage® in these trades %-re higher in Nc^ay than in Denmark 
and Sweden, and that the cost of house-building is abnormally 
high in Norway, because the amount^ of work which the 
labourers^are willing to do, or are allowed by their unions bf 
do, is gradually sinking. j 

The attempts of the masters to get their labour done below 
the average cost by oonstantly reducing the rate of piece pay- 
»ment, was therefore doofned to disappointment, just as the 
opposite attempt of the labourers to raise their wages by forcing 
up the rate of piece pa 3 mt^nt, and shirking at the same time 
their duties, wiU fail. . 

These attempts were not orify fruitless, they were him 
positively injurious to the interests both of masters and 
labourers, and of society as a whole. For thi bitterness of this 
struggle and tfie mutual recrimina,}:io]}| estranged masters and 
labourers, aiai a barrier was ^erefore^kc^to % further rapid 
advance of 4he British working claUes. « lx saemed for a time 
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as if the lead in industrial evolution were to pass ftom England 
to other countries. 

* Although B^tish manufacturers generally work in a sys- 
^ tematic manner, the establishment of schools of technology was 
^.Mglected, thus depriving the manufacturers of the means of' 
developing their industries along the lines which were adopted 
by other nations. , This was a great mistake, because the 
creative'‘^^ius which seems to be inherent in the English rahe 
was no longer sufficient when other nations had begun to make 
technics the subject of the closest scientific investigations. 
In the Vi^ence of a sound and general technological education 
in England? it fell to other countries to make the problem of 
the cosfrbf labour the object of scientific study. About thirty 
years ago, public opinion in England at last recognized the 
great danger to her industrial supremacy of neglecting the 
technolo^cal education of her youth. With characteristic 
energy a movement was set on foot for remedying this want, 
and a number of new universities were created in Manchester, 
Sl^^eld, Birmingham, and other provincial towns, and the 
Um^^ity ofvliondon established the Technological Institute 
at South Kensington. In these splendidly equipped and 
practical universities, wBjJthJiave been founded mostly by 
private gifts, the trade or trades~(jfii»cach town are especially 
taught ; they have,^ other words, bten specialized, ^hich 
is one of the characteristics of modern science ; and in addition 
to day-schooling for the well-to-do^ all these universities and 
technological institutes have a large number ofi» evening 
c students. Thus the means of obtaining a sound theoretical 
technical training is thrown open to every youth who is willing 
to sacrifice his. leisure hours in order to increase his knowledge. 
When these schools have been at work another generation or - 
two, they will, no doubt, have considerably raised the intellec- 
tual standard of the country, the abihty of masters and labourers 
will be higher, and the industrial processes will be more sys- 
tentotized than formerly. # 

One problem, the study and solution of which will be greatly 
benefit^ by this ftnportant change, will be that of wages, the 
management of labourers, and the cost of labour^, 

The daily \fiago^ Al^e sum of money (or money’s worth) 
which an emploj^er^xyist^ pay to a labourer to getethe right to 

m ^ ^ 
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dispose of his labour. The amount of daily wages is propor- 
tioned to the strength of the labourer, and therefore women 
and children generally receive less than men ; ^ but th^ maili 
determining factor is the efficiency of the labour. When the 
•daily wage is determined by the efficiency, the wage or th^ 
money payment for aik equal sum of effective labour is normdiy 
always and everywhere the same. p 

•The increasing rate of capitalization makes it ne<^j^f(sary for 
the capitalists, in order tc^ counteract the declining^ercentage 
of profit, to employ constantly more effective labour to be able 
to utilize to the full extent the producing pow^of the 
machinery, and to obtain this end they must pay k constantly 
increasing daily wage ia order to get more and morff%fecient 
labour. • 

Moreover, in spite of tire sinking percentage of profit, the 
sum of profit or the annual gain of the undertaking increases 
at just the same rate as the daily wage and the efficiency of 
labour. 

In the course o^ears which have elapsed since I first pr^ 
pounded this theory,^ I have again and again jeconsidgffejrtt, 
and I have found nothing which might change my opinion 
or make me doubjb that it is correct>^ 

On the one side is tlfe>S!Cf that' the methods of production 
are incessantly being •improved, and that the selling price of 
manufactured goods are as a consequence constantly sinking. 
The sum of capital invest in industry is on the other side 
growing imore rapidly than the increaSe of population, and 
probably nobody will deny that the profit on capital is sinking, 
both when reckoned per unit of product or in percentage on 
the capital employed# 

• But it is an undeniabie*fact that both the annual sum of 
profit of capital and the daily wage are growing from year to 
year, and this cannot, I believe, be explained in any other way 
than by supposing a gradual progress in the efficiency of the 
labourers, which makes it possible constantly to obtain a better 
utilization of the producing capacity of the capital. 

Or to express the same thing in other wolds : if we compare 
decennial pe|fods it will be found that the produq^ion of tRe 

^ In papera^ead before the Stata^kono^iiAe ^renRig of Christiania, 
1892 and 18ftB. * ^ - 
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world’s commodities has increased very much more rftpidly 
than the growth of population, and the average production 
per individuals is consequently much larger now than in past 
ages. If we had sufficient statistical data for computing the 
Selling value of the annual production, this would certainly* 
^w a considerably slower growth than the quantity of the 
production, as a result of the fall in the prices at which the 
commodl^^ are sold. * 

The gr^ual fall in the selling ^rice of the commodities 
benefits us all, as consumers, whether we are capitalists or 
wage ©uniers. But as by far the greater part of the com- 
modities which are produced in a year i^ consumed in the 
creatiofi' of new capital, or by the working classes directly, 
because the enormous modern jjroduction presupposes an 
equally enormous consumption, the greater part of the invisible 
profit^ as one might justly term the price reduction, is a benefit 
for the working classes. 

Let me make a point here. The public i^ not generally fully 
^ware of how great a part of the collective capital of our race 
cmiNipw great ^ available labour are nowadays 

employed in such a manner that the resulting products are 
non-consumable, and cad^^find an outlet ^except by being 
employed as new capital. It is onijwtecessary to consider all 
mines, all iron and steel works, all engineering works, ^tc. ; 
some iron and steel is, to be sure, used directly as knives and 
other iron wares in the households } but most of the existing 
ribeel works would soon have to be closed unless new railways, 

^ new steamships, new mills, etc., were constantly being built, 
and the same applies largely to the production of wood goods. 
ThS'bulk of the coal which is annually won is used in the indus- 
tries, and so on. ' 

It is true that a capitalist who makes a large annual profit, 
say £50,000, may, if he chooses, use the whole of it for his own 
enjoyment. It is also the popular opinion of the common 
people, that the rich are rolLng in luxury, and consume the 
greater part of their income just as those do who earn their 
livelihoc^ by wagefc. Neither can it be denied that the enor- 
nious incr^^e of wealth has created great luxu]^ among the 
rich people of «ur It is nevertheless evident that if the 

greater part of tl\^ £(in^l^edmings on capital were not invested 
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as nev capital, many of the works to which I have alluded above 
would be compelled to stop. As this not only does not happen, 
but, on the contrary, the production, for instance of ir^n and 
steel, constantly increases, we are justified in drawing the 
jconclusion that the capitalists do not really use the whole ^ 
their earnings to pamper themselves in luxury, but that, « 
the contrary, they invest the greater part thereof in ne^under- 
taidngs. The free choice which they afparentl 3 ^Mve is 
therefore an illusion — the active capital must alwayffgrow, and 
it may also be said with truth that the middle classes, who at 
present own and manage the bulk of the capital of t^ world, 
are strongly imbued with the propensity for saving, Gi^erhaps, 
we should rather sa^, ^ith a desire to see their capikai^grow. 

When the working classes carry on a constant war against 
the capitalists this is thereltre, in my opinion, very unreason- 
able. 

The obstacle to a still more rapid economic evolution than 
the one through which the civilized nations have already passed, 
and particularly tHI^bstacle to a great improvement in th^ 
material condition of the working classes, is not^that they ^ffe 
exposed to the extortions and tyranny of the capitafiSts, but 
is to be sought in the comparativelylow level of intelligence, 
trustworthiness, and effijji»ty winch the majority of the 
working classes as yet possess. ^ 

I do nok say this to reproach them. It simply could not be 
otherwise ; human culture must rest on an economic basis, just 
as plants must have soil to ^ow in. The intellectual and morai, 
level of the .working classes' could only be raised gradually in 
proportion as their,earnings have grown. As their earnings 
are dependent on their efficiency, which can only grow slowly, 
it is not to be wondered that the working classes have not 
progressed further in the' 150 years that have passed since the 
machinery era conlmenced^ > there is more reason to rejoice 
at the great improvement which has undoubtedly taken place. 

I feel confident that the laws whi(^ govern economic evolution 
will make it possible for the working classes in the next hundred 
years to catch up with much of the start which the middle 
classes still have both as regards income and culture. 

Those who' are to do labdUr for a wage* try to obtain the 





ijgtot ^yment for a minumnn of ]aboiiit ;V €S^|^^tt 
iN&rteiy', try to get as much work as possible ditmefol^lite 
^ymptt th^ is the ride almost without exc^ticmisveijnii^^ 
and at all times. Where there is free competilion, this strugg^ 
tMf opposing forces must have a tendency to equalize the wages 
mthin the area of competition, making the payment equal 
for equal sums of effective labour, irrespective of the character 
of thisNabour, thus creating an average wage which agrees 
tolerably^th the average efficienc;^ of the labourers. 

All are not equally good in making a bargain ; in one case 
a laboq^r may succeed in obtaining a higher wage than he 
deserves^nd there are employers who understand exception- 
ally the art of “driving their cpiployees,” But as the 
labourers as a oJass still seem to believe that slovenly and in- 
efficient labour, or waste of the tools and materials of their 
employers, is a loss only to those who pay them, and not to 
themselves, this is just as great a misunderstanding as when 
many employers of labour still believe that they can reap a 
^rsonal gain by paying their labourers yji^gardly, 

^Tnjsolated ^ases the one or the other party may make a gain, 
if wages are pressed below or raised above the average. But 
such cases become more the more developed the economic 
conditions become. If it is a quSis%i^''of a large economic field, 
and the wages in aur^ntire district ornin a particular branch 
of industry are permanently raised above or pressed by special 
circumstances below the normal leyel, the competition between 
ithe capitalists will result in shifting the loss or^ithe gain 
from the producers, who are directly affected by it, to the 
consumers. 4 


^ employers in a particular branch of^industry are compelled 
to pay wages which, relatively t6 the efficiency of the labour, 
which they get, is higher than the average wage in other 
branches, they would not earn as much as other capitalists if 
they sold their products as cheaply as they would be able to do 
if the wage were normal, df th^ must nevertheless sell so 
cheaply the consequence would be a smaller infiux of capital 
to this branch of industry, until the restricted supply of the 
products , would gradually cause a rise of the selling price. The 
opposite would, oicQ’ifse, ' happen, if the employ^ers in a par- 
ticular branch pf‘lr''’*istry'were able for any leng^ of time tp^ 
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self pioductB for a price wbkb corresponded witii noamal 
wages in their production while they actually paid less than • 
normal wages. * ' 

•Since labourers, including in that term all who live on wages, 
are the preponderating majority among the consumers, ilf 
follows from what has been said that difference in wages without 
a corresponding difference in the efficiency of the l^ur is 
neither a gain nor a loss to the capitalists in thei^^pacity 
as producers, but is a loss^br a gain to the whole consuming 
public— -that is to say, especiaUy to the working classes them- 
selves. 


Political economists frequently talk of a ciprent proffi; in 
each country. I do not shale in the conception of a common 
or normal rate of profit. I believe, on the contrary, that as a 
matter of fact there is always, even at the same place, a great 
variation between different branches of industry in regard 
to their rate of profiii^gcording to the stage of evolution which 
they have reached, and it is precisely this variation in the rat6 
of profit which is the motive power in productive ei^^tftion. 
But at every stage of economic evoluti^ we meet this law, that 
the employers or the capit^ts try^o buy most labour for 
least payment. The more capital is ei^loyed in a business 
the m6re important it is for its owners that the labourers do 
efficient labour, and those employers who pay high wages have 
thereby the means of obtaining those labourers who are most 
efficient. * 

There are therefore variations in the daily wage. But as 
one may suppose th^ the egoism of the employers always aote 
with about equal stren^h ^without any regard to the stage of 
economic evolution, the matter may be conceived thus : that 
an almost equal pressure always rests upon the labourers and 
others who live by wages, o! which the result ought to be that 
all labourers should receive a pa 3 jnent which is exactly prp-' 
portionate to the efficiency of their labour. But there is one 
circumstance which prevents this principle ff equality from 
being fully carried out. 

All kinds of labour may be divided, «^isregardjng its other 
<5haracteristic5 into two categories :• according to the degree 
of difficulty its performance, ^d accofdipg to its more or 
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less agreeable or disagreeable nature, and these categories 
,ttiay again be subdivided thus : 

• I 


* very difficult, average, easy, 

very disagreeable, indifferent, agreeable. 

If all ^ople, or the majority, were about equally intelligent 
and efficient, the difficulty of the labour need not be a barrier 
to the choice of a particular career ; and under such circum- 
stanceKhe majority would ly preference seek those occupations 
whicl jgiight be called agreeable. When a great number sought 
employment in these branches the 'visages in them would fall 
below the average, while they woufd conversely tend to increase 
in the disagreeable occupations. 

Employment in the civil service is looked upon by many 
people as a dignified occupation, and scavenging is disagreeable 
and dirty work. Scavenging is, however badly paid in com- 
‘ parison with the civil service. The e^lanation is, of course, 
that'ijii'^ entrance into the civil service depends upon having 
passed certain examinations which cannot be done unless the 
candidate has had a loifg and expensive education ; but any 
body can do the work of a scavei^tr with hardlv anv nrevioui 
training. ‘ * 

That wages are determined upon the whole not by the mori 
or less disagreeable^ nature of thtf labour which is to be per 
formed, but by its degree of difficulty, shows that Vhe averag 
efficiency of the majority of the working classes is still com 
paratively low. There are only very fe^ people who can seel 
the occupations which are very difficiiift to fill, and, conversely 
there is a great number of labourers whose intelligence anj 
general efficiency is so low that they are restricted to sue] 
occupations as do not require a preparatory training. 

% The ratio between the supply and demand therefore bring 
about this anomaly, that the agreeable kinds of labour are paii 
above the average wage, and the disagreeable often below th 
average. This disparity is not only relative but absolute ; i 
those jfeople who ane capable of undertaking the difficul 
kinds of lalJour.|re^¥>rp efficient than the m^ority they aiE 
entitled to a Comparatively ^gher remuneratidfii ; but awin^ 
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to their favoured position in the competition they get more 
than that — in some cases very much more. ^ 

There is, on the other hand, no doubt that those persons 
•who are in the unfortunate position that they must undertak^/ 
• whatever job is offered them, because they cannot execute ajiiy 
difficult labour, will often be compelled by their mutual com- 
petition to do their work mor^ efficiently than they arj^aid for. 
As I have shown above, this will not be a gain to tbcfemployers 
who use their labour, because these will be compelled by their 
mutual competition to s 611 the products at a proportionately 
educed price. But the fact that those members tfi society 
ffio are most unfavourably situated may thus be sjiii more 
epressed is in itself gfeatly to be regretted, and it might be 
ermed unjust if it were riot a natural resuft of the existing 
ircumstances. But it is also a great obstacle to general evolu- 
ion. For a reasonable wage which makes it possible for the 
abourer to live decently is the first condition to an advance of 
fficiency. As ap^nstance of such underpaid labour I ma^ 
nention the confectiShery trade ; in most countries the wages 
n this branch of industry appear to be generally misgpble. 

Compulsory sahool education wil^ when it has acted for a 
sufficiently long time, powerfully contribute to alter the con- 
iiticwis to which I hav^ just alluded. Tflh effects of the common 
school education have already begun to' make themselves felt. 
The competition for such^kinds of worlj as may be done “ in 
a frock-IOat,” for instance as clerks in private offices, as sul> 
ordinate engineers, etc., has already become much keener than 
before, with the consequence that wages for such situations 
have fallen relativelg^ to the wages of better paid manual 
labourers. • 

But what will more than anything else emancipate the lower 
strata of the working classes from the necessity of labouring 
for starvation wages is the constantly growing employment 
of machinery in all branches ofindustry. It is, at any rate, 
a fact that in no industry which has come Jo be carried on in 
factories does one hear of such miserable wages as where the 
work is partly or entirely carried o^ as^a domestic industry. 

Until quite recently it us^ to be ^ th^t tL introduction 
of machineiy had reduced the lalx>urars* to* mere machines. 
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Udfl injudicious talk has nearly ceased | it has been neceAsaiy 
toikbow to the incontrovertible fact that the intellectual level of 
&e industrial labourers is on an average higher in proportion 
.as there are more and more complicated machines in use iuh 
u\e factory in which they are employed. 

An English newspaper once made the remark that the 
labourers come to regard their machine as if it were another . 
being ; thoy think of it so long that they almost come to live 
in company with it ; and there can be no doubt that the many 
ingenious machines which the industrial population has now* 
adays to tend, must develop their intelligence. 

The\two factors, a greatly ‘improved coipmon school educa* 
tion, anS the constant use of ingenious machinery, in which 
gifted men havt written their thWghts in steel and metal. 
Just as other men write them in books, must be expected to 
raise gradually the reasoning faculties of the great mass high 
above what it has been in past ages. 

Without underrating in the slightest degree the educating 
influence which the schools and machlSJery will exert, I lay 
greaterctress on another side of the matter. 

When a thing is to be produced without the help of machinery 
— with manual labour ah\l a few and simpla tools — one must 
almost be an artist if the product islo te of high quality. But 
the machine technic has now reached shch perfection that the 
quality of the product does not any longer depend, to the same 
extent as before, upop the intellectual and manual gifts of the 
^bourer. Special talents are as rare in the manual^ns in the 
intellectual fleld. But what is needed when a man is to yield, 
the help of a modem machine, a perfect product, is not 
so much the possession of special ^intelkctual or manual gifts 
as quickness, trustworthiness, and ‘energy — ^he must be able* 
to tend the machine, when it runs, with the speed for which it is 
constructed. 

, But trustworthiness is a moral quality, and I believe— I may 
be mistaken, but it is my decided impression — that there is 
much less difference . between individuals in regard to the 
(Capacity for the training of their wills than in regard to the 
training 6f their infellij^c^ % 

No one can^, no^matt^ how much he may try,^ake himself 
an intellectually hlg''^” 
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for instance, by force of will make oneself a great artist 
or a prominent man of science ; but most people have it in th^ir 
power to train themselves to become trustworthy. A^persoli 
•may, of course, be so stupid that he cannot be set to tend even • 

• the simplest machine. But the duties of each labourer Iwy^ 
been so much simplified by the introduction of machinery that 
most labourers can learn to do the work ^ and what is of the 
utmost importance to the employer is, that he may*Tely upon 
his labourer, and nearly everybody who is willing to do so can 
train himself so as to deserve to be trusted. 

If this view is correct it points to very far-reaching ultimate 
consequences of th^ universal intfoduction of machiner)^ 

The number of situations which must still be characterized 
as “ very difficult ” will ^gradually be restricted, and those 
situations will at the same time be materially increased in 
number which are, as regards the nature of the labour, “ very 
easy.” It will at once be perceived how much this will tend to 
a greater equalization of wages, and the number will be materi- 
ally reduced of thosl^ersons who are compelled by their lo^ 
rate of efficiency to accept any job they can get, an^rmust be 
content with starvation wages. 

Practice make* the master, as the saying goes, and experience 
teaches us that generalidfis are required, even under modem 
conditions, determindB as they are by machine production, 
before the working classes of a country reach to such a level 
of efficiency that they can earn very^high wages. But the 
practic^hich is needed— I lay stress on it again— is more df 
the moral power than of the intellectual faculties. 4 

Let me again mention the cotton industry as an example of 
what I mean. On tJate occasion of a comparison between the 

• cotton industry of Germahy and Lancashire in other newspapers, 
an English trade journal pointed out that although the statistics 
of the number of spindled seemed to point to a relative retro- 
gression in Lancashire, it was necessary to remember that in 
the past ten yearsjast-running spindles had in Lancashire*been 
exchanged for slow-running ones to such an extent that the 
Lancashire mills produced much more yam than a simile 
number of Carman spindles, T]|)is c^ge, said the joum^ 
the Englislfmanufacturers ccnld not ^iK^e n^e Vith advantage 

they hadtiot had labourers who knew touse the improved 
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machines. A spinning madbine acts automatically ; theatlend- 
ant has only to take care that all the spindles are constantly 
filled mth material, and to bind the threads when they snap. 

. The difficulty of tending a fast-running machine is, firstly, that? 
one must have the necessary manual training to do the mani- 
pulations which are needed with suffibient quickness, and 
secondly^ that one must be trained to keep during the whole 
time the attention closely fixed upon this one thing — the doing 
of the work. r 

Within reasonable limits the efficiency of the labour stands 
in direct proportion to the quickness with which the work is 
perforrqed, just because it is necessary to concentrate one’s 
attention and to strain every nerve upbn the work, if it is to 
be quickly dond The hours of ihe daily labour must be 
shortened where intense work has become the rule. 

The so-called normal day of labour will therefore come of 
itself, as a fruit of industrial evolution. If it is introduced 
by law before the working classes have lepcned to work with 
Sufficient intensity, the consequence wJu be either a corre- 
sponding^fall in wages or a rise in the cost of production and 
of the selling price. ^ 

In this connexion a fewVords about strikes may be appro- 
priate. The time is past when thle^atourers were called im- 
moral simply because tney tried to obtain higher w^ges by a 
strike. But it is the exception that strikes are economically 
justified from the poipt of view of the labourers themselves. 
The employers, when following the dictates of their selftnterest, 
act as the defenders of the consumers. Under this regime 
aiy abourers are forced to yield the most, arifi these, being their 
own free masters, will seek those branc^s of industry where 
wages are highest. But no one will obtain wages which are ' 
materially higher than the efficiency of his labour justifies in 
comparison with what other labourer^ earn with equal efficiency. 

Those trades in which the labourers are strongly organized 
and 'skilled may form an exceptfen to this rule. Under 
specially favourable conditions such labourers may be able to 
fprce their wages somewhat higher than their efficiency would 
warrant. But as I hav^roviously remarked, thes is obtained 
at the cost of the cpnsum^rs. and not at that of the^mployers ; 
mid it is therefor^ ndt a gain to the whole of the worldng classes. 
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In th^ long run such high wages cannot be maintained, unless 
there is an artificial limitation of the conflux of new labourers 
to such a trade, making it more or less similar to the guilds 
of old. It is well known that the organized labourer^ have 
jnade attempts to bring about such a limitation, by restricting 
the number of apprentices, and thereby creating a sort of a 
privilege for themselves among the working classes. If ten- 
dencies of this kind should become victorious it woulcj^ot only 
be opposed to the principle of liberty, but in the long run it 
would damage to a considerable extent the interests of the work- 
ing classes as a whole by checking their economic progress. 

On the other side it cannot be denied that the fear of strikes 
may sometimes ha\^ been beneficial. As soon as the pfJciency 
of the labourers has been so |nuch increased that the wages may 
and ought to be advanced, it is as much in the interest of the 
employers as in that of the labourers that this advance should 
take place. But competition usually prevents one employer 
from raising the wages if they do not all do it. The egoism 
of the capitalists acts as a uniform pressure on the labour 
market, without whicn this would become quite erratic, and 
therefore unjust, may sometimes become too heav^^:.' burden, 
and it is therefore useful that the^^ is a power which can 
regulate it. 

I liavej so far, mostly dealt with those forces which tend to 
make wages uniform, viz. the mutual competition of the 
laboureij^ and the egoistical attempt of » the employers to buy 
their labour as cheaply as possible. 

But it is equally necessary to examine those forces which ^ 
bring about a rise of daily wages, and a corresponding incr^e 
of the efficiency of labour, I must again refer to my theory 
that at each new improvement of the productive methods, the 
fresh saving of labour which is obtained thereby is the sole 
source of profit on the capital invested in the new productive 
method ; and this profit must become constantly smaller per 
unit of product, because it* is a further reduction of a quantity, 
the cost of production, which had previously been reduced by 
all the antecedent improvements, and because the capital 
which must Be invested per labourer <?^the rate jf capitalization 
grows mu^ more rapidly than Jtbe incjjwse of production. 
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Xhe^iun on the capital sinks in two waji; 

unit is reduced, and this profit must be calculatodon a 
^greater capital 

Thi more rfq)ensive the tools, the more important is it tl^t 
they may be fully utilized. The capital is invested so that it 
can be employed only together wit^ a given number of 
labourers. More labourers cannot be set to tend a machine 
than iKhas been ce:nstructed for, and when the machines are 
constantly improved, and the rate of capitalization at the same 
time grows, it is therefore of growiifg importance to the owners 
of the capital to obtain the services of more and more efficient 
labourers who can do more work, but this they cannot secure 
excepitby paying a proportionally higher ^age. 

This theory may be condensed t^ius : in spite of the sinking 
rate of the percentage of profit on the capital, the sum of this 
profit or the annual gain on the production increases in precisely 
the same proportion as the daily wages and the efficiency of 
labour. 


This hypothesis agrees with the fact that both the annual 
sum of profit of the capitalists is larger and daily wages 
higher in those countries c^hich are industrially highly developed 
than in primitive countries. ^ * 

There would be no difficulty if it wer^, possible simply to go 
into the market and offer a high wage to be certain of t)btaining 
sufficiently efficient labourers. A general efficiency is, how- 
ever, a matter which* requires time for development^ as does 
all other human progress, which the employers in Norway 
^ have often felt. The progress in efficiency and rise of wages 
raUtSt of necessity go on pari passu and^ith small steps each 
time. 

When a new factory or other business is established at a 
place, it does not follow as a consequence that the existing 
mills are restricted in their activity, and there is thus an in- 
creased demand for labour with the^result that wages advance. 
If tlie new mill is a highly developed establishment it can, and 
it must to be successful, pay better wages than the local trades- 
I^ple or the farmers can afford. It will thereby be enabled 
to attract from^ its distij^t the best labourers ; but^even these 
will not be at onc&so effieimt as fuliv tra.inpd lAhnnrars in fhn 
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i^e'lbtich k other districts where the industry has bM 
established. 

It may be said to be the rule that in newly estahj|ished 
industriesy in countries which are comparatively little de- 
teloped industrially, the cost of labour will for some time 
be rather high, although the daily wage may be lower than 
in old centres of industry. But if a mill ^ays bette^ wages 
than those current in other branches in^he localitjf; there 
will after a while be stroi^g competition to get employment 
in that mill. If no new*, mills are established, which again 
create a stronger demand for labourers, the employer may 
after some time expect to find ail increased efficiency apong 
his labourers. • * • 

The advancing standard of life has this effect. The first 
labourers will, after having enjoyed better wages than they 
can obtain in other branches, not like to forgo this advan- 
tage ; and because all those who are outside the mill try to 
get in, the labourer who are employed will instinctively work 
more energetically, a£^e same time as they also get more 
practice. 

If there is a prolonged industrial quietness, so tMf no new 
mills are established, the point may be reached that the mutual 
competition •among the labourers forces an efficiency which 
may to some extent e!tceed the actual * wages. But as the 
products have a world-wide market this state of affairs cannot 
last for any length of time without attracting more capital 
to this brftnch, and new mills will be established, thus bringing 
the pendulum back to the starting point. 

Industrial progress and increasing efficiency of labour 
are secured by the automatic growth of the capital of the 
world. 

As regards efficiency, it» may grow in two ways. The 
labourers may learn to produce a greater quantity of products 
per day with the same machinery, and they may learn to disf- 
continue that waste of materials, carelessness of machinery, 
and negligence about the quality of the prodifct which are still 
unfortunately ^o common, ^ ^ • 

The last-iBentioned faults |^e mostl|f due to» thoughtless- 
ness. The kbourers think that the* Iqjsss^tich they thus 
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CBiue falls exclusively upon those who pay th^ their swages. 
But if this loss could be avoided it would be possible to pay 
^ proportionately higher wages ; and in some branches of in- 
dustry the employers have begun to pay pre miums for saving 
in the use of coals, oil, and requisites. ® 

As the interests of the capitalists are identical with those 
Ifl-hourers, it would be well if wages were generally 
regulamd as muchNas possible in such a manner that it stimu- 
lated the labourers to work with greater energy, and with 
greater care as regards materials Vnd machinery. The trade 
unions should do all that lies in their power to get such sys- 
tems of wages generally introduced, and ought to advise their 
membeflfs to increase their efficiency ^as the only sure means 
of getting higher daily wages. 



CHAPTER V 


GROUND RENT 

Division of labour becamJ very early in the evolution of 
our race one of the njost powerful 'as well as one of the most 
universal means of increasinjj the efficiency of labour.* This 
division, however, depended upon the extent to which produc- 
tive activity might be concentrated in certain localities. 
Productive labour may be divided between the different mem- 
bers of a family which lives isolated, and that is compelled 
by this circumstanc^to be self-supporting. Division of labour, 
even when not carrieV'^urther, would certainly make the 
production larger than it would be if each member of the 
family produced alone and entirely with his own IrfWSiir each 
article which he required. 

But when ^Adam Smith* says ; “ The greatest improvement 
in the* productive powtft's of labour, and the greater skill, 
dexterity, and judgment with which it is anywhere directed 
or applied, seem to have been the effects of the division of 
labour,” tfe has not in his mind the primitive division of 
labour which is also practised by savage tribes, but he speaks 
of the far-reaching division which is practicable only when 
and where the production of a commodity has become a trade." 
As an instance he gives a detailed description of the trade 
of the pin-maker, which was at that period, accordihg to him, 
divided into about eighteeif distinct operations. 

A little further on Smith says: “This separation (into 
different trades) is generally carried furthest in those coun- 
tries which enjoy the highest degree of industry and improve- 
m&A ; what is the work of one tnan in a rude state of society 
bring generall^^that of several in an iipproved one. Jn every 
improved sodlety the farmer is^generall^othing but a fanner ; 
the manufacturer nothing but a *mamuftkcturer. • . • The 
• 101 
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tiftture of agriculture, indeed, does not admit of s& memf 
subdivisions of labour, nor of so complete a separation of one 
business from another as manufactures. . . . The spinner is 
almost always a distinct person from the weaver ,* but the 
ploughman, the harrower, the sower of the seed, and the reader 
of the com, are often the same, , *, . This impossibility of 
making so complete and entire a separation of all the different 
bran^es of laboAr employed in agriculture is perhaps the 
reason why the improvement qf the productive powers of 
labour in this art does not always ^eep pace with the improve- 
ment in manufactures. The most opulent nations, indeed, 
generally excel all their neighbours in agriculture as well as 
in manufactures ; but they are Commonly more distinguished 
by their superiority in the latter than in the former.” 

In toother connexion Smith says : 

“ The division of labour, from which so many advantages 
are derived, is not originally the effect of any human wisdom 
which foresees and intends the genera^ opulence to which 
it gives occasion. It is the necasSry, though very slow 
and gradual, consequence of a certain propensity in human 
nature ^ich has in view no such extensive utility ; the pro- 
pensity to truck, barter and exchange one thing for another 
. . . it is common to all men, ahd found in no other race of 
animals, which seem to know neither Ihis nor any qthercspecieS 
of contracts.” 

I intend to make these shrewd observations by Adam Smith, 
with which I fully agree, the starting point for an analysis 
by which I hope to be able to prove' that very important 
conclusions may be drawn from the iact that ” the propensity 
to truck, barter and exchange one thing for another ” is 
inherent in human nature, and is to be found in no other 
race of animals. I will, in partictdar, attempt to demonstrate 
thal} rent of land, or the pa 3 rment which those who are not 
burners of land are willing to give for its use, or the extra 
gain which the ^owners of land may obtain over and above 
ordinary profit on their capital, is a direct consequence of 
trade asd exchange copimodities between p(;rsons who live 
in different ][)arto. ^ €- 

Barter, or Idie^'exchanffe of one thins for another, would 
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iM^ver tike place if there were no differences in the producing 
capacity or the valuation of various people. Between two 
men, who are free to make a contract, A must *^ble to 
produce a commodity x cheaper, that is to say, with less 
labour than B, and B must be able to produce another com- 
modity y cheaper than A, or the value which they respectively 
attach to x and y must vary, otherwise there will not be any 
inducement for a barter of x for y betwofen them. Barter, 
the most primitive form of trade, and modem highly specialized 
mercantile transactions equally presuppose as the essential 
condition disparity in the cost of production or the valuation, 
or both, of those commodities or services which are exchanged. 

Such disparity may he d|ie to many causes. One man 
may be better fitted by nature than his fellows to execute 
a certain kind of productive operation. Or he may have 
acquired more skill in his particular work because he has 
practised it longer or more assiduously than the others. Or 
the taste of differejjt members of society may vary in such 
a manner that one man "‘*;J[ues one thing, another man another 
* thing relatively higher than the other. Under such conditions 
it will be profitable to exchange commodities, but thawrXchange 
necessitates their double transport, ffom the seller to the 
buyer and vice versa. A*nd this transport adds to the cost 
of production, which is not really completed before each com- 
modity is placed in the hands of the consumer on the spot 
where he wishes to use it. In a primitive state of economic 
evolution ^he cost of transport increases in direct proportion 
to the distance, and this cost was very high before any arti- 
ficial means of trai&sportation had been introduced. Dis- 
parities in the cost of production, which were due solely to 
4>ersonal variations in the productivity of labour, could there- 
fore not give opportunity, in a primitive stage of economic 
evolution, for barter or exchange of commodities beyond 
very narrowly circumscribed areas. The advantage in the 
cost of production, whatever it might be, of one producer 
over his fellows would very soon be outbalanced by the heavy 
cost of transporting the two commodities whici were exchanged, 
*Ov^ more than comparatively shorty distances. VQ^A. ma^ 
be called the commercial cu;^e ot aiigiven locality, or the 
aiea within «rhich its products might* fijpcKlTLiyers who coulc 
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and would give other commodities in exchange, would in 
a primitive society have a very short radius. A great dis- 
parity of tastes, and consequently of the valuation, between 
different members of a primitive society, which would make 
barter over longer distances feasible, would hardly be developed 
under conditions which compelled the whole tribe to be satis- 
fied with very little because they could not produce much. 

The division of, labour which depends upon an exchange 
of commodities would therefore not have been possible beyond 
comparatively small areas if there had not been other and 
more powerful causes which coiild bring about greater dis- 
parities than personal vaiiations in the cost of production, 
and' more important variations j^n the valuations than would 
be possible in, a tribe of which all the members lived under 
very similar conditions. 

That evolution of our race which has actually taken place 
would not have been possible, or it would have been extremely 
slow, had the whole of our globe been^ one sameness ; if it 
had been, for instance, one gigantic j^irie, stretching endlessly 
in all directions without break or change of nature, with' 
the san»a^: climate everywhere. 

This little home of the human race ^lay have, and has, 
in the opinion of the misanthrope, many defects, but no- 
body can reasonably complain of uts sameness. There is, 
on the contrary, the most remarkable diversity in configura- 
tion, distribution of land and water, height above sea-level, 
soil, climate, mineral deposits, etc., and the profo^lnd varia- 
tions in the nature of the different parts of the globe which 
are the result, create the most trenchant inequalities in the 
^surroundings and the natural contritions under which the 
numberless and dispersed races, nations, tribes, and families 
of homo sapiens live, produce, and consume. 

It is the endless variations in.. the natural conditions, and 
not the personal qualities of man, which explain those dis- 
parities of cost of production and of valuation that are great 
enough to outbalance the cost of transport over long distances 
of the commodities in which they are embodied. 

When^the natural conditions of one locality are decidedly 
more suitable for thi production of the comnvjdity A than 
of the commctflif^ another locality is dnore suitable 
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for the production of B than A, not only will it be to the 
mutual advantage of the inhabitants of these localities to 
exchange products, if they are not separated from each other 
by too great a distance, but to the extent of this exchange 
there will be a concentration of production. One locality will 
be thereby placed in a oondition to produce a greater quantity 
of Af and the other locality greater quantity of B, than 
could be consumed at the actual places /)f production; and 
it is evident that unless there is a concentration of production 
there cannot be a minute ^vision of labour. 

At a very early stage evolution, the natural disparities 
in cost of production or valuation, due to natural causes, 
were great enough to giv(^ rise to important interAational 
trade over distances which were not only actually very long, but 
still more so when regard is had to the very high cost of trans- 
port under primitive conditions. There is thus evidence 
of an extensive trade in the Stone Age in flints and other 
stones suitable for J^he production of implements. Such stones 
would, of course, have '’,.^ery high scarcity value in countries 
or districts where they were not found ; and it is easily under- 
stood that the inhabitants of these ,parts were wiiftng to pay 
a very high price Jor them. It is le^if easy to imagine what 
kinds of products or cdhimodities they had to offer in ex- 
change that would be acceptable to the owners of the stone 
quarries, for these products, when they should be transported 
over long distances, must contain much value in a small 
bulk, • * i 

It depends upon the character of the products that are 
exchanged whether qr not there can be a great concentration 
of production. If one pountry is particularly well suited for 
, the production of wheat, another for the cultivation of the 
vine, there may be an exchange of wheat for wine between 
them, but in each part of these countries the production 
cannot be increased beyond the quantity which the land will 
yield. Adam Smith pointed out that the nature of agriculture 
does not admit of so many subdivisions of labour, nor of so 
complete a separation of one business from another, as the 
manufactures. The reason why this^is so, and why division 
of labour oaifnot be carried so far in ftgricultuie as in manu- 
factures, is 4hat the former is necesSa^}; ab Extensive, and the 
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latter is generally a more or less concentrated production^ Tbe, 
fiurmer cannot reap on an acre more than a certain, and not 
' very great, quantity of cereals or vegetables, but there is 
practically no limit to the quantity of raw materials whiih 
may be collected in a given spot for manufacturing purposes. 
In the manufactures there is therefore no natural limit to the 
concentration of the production, which is limited only by the 
capacity of the producers, and by their ability to find a market 
for the commodities which they turn out. 

Technical evolution, both in agriculture and in manufactures, 
has to a large extent consisted in introducing methods by which 
a greater concentration of product ion, and at the same time a 
greater division of labour, are pos^ibler; but the nature of agri- 
culture sets a comparatively narrow limit to the concentration, 
while in manufactures there seems to be no limit beyond which 
technical improvements cannot increase it. 

We come, therefore, to the conclusion that human productive 
activity, as regards the extent to which it is-possible to concen- 
trate it, falls into two great categoricsi-*- 

Agriculture and the production of most kinds of raw materials 
are carrieC''.-n extensively, and do not permit of a far-reaching 
division of labour. ^ 

In the mining industry and most kinds of manufactures, 
on the other hand, concentration production in certain 
localities and a corresponding minute division of labour are 
possible, the degree of concentration depending almost 
k exclusively upon the stage of technical evolution T^ch man 
has reached at a given time and in a given locality. 

In the twentieth century, civilized nations have accumulated 
such a vast store of technical knowledge, the command of man^ 
over nature has become so great, that it is possible to start 
almost any kind of manufactures wherever it may be deemed 
desirable. It is an almost daily occurrence that important 
^oefcs are established in out-oMhe-way places which were 
previously only very sparsely populated. When new works 
or a mine are started, people soon dock to the new scene of 
‘^ activity, (Concentrated production immediately begins, and the 
labour is divided anlbng’'the various members«of the new 
aociety accordin|;«t(vttie*^ system which has nowadays been' 
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introduced in all branches of the manufacturing and mining 
industries. To-day it is comparatively easy start new ' 
industries or transplant old ones to places where they have 
npt previously been carried on, and thus create new centres 
of concentrated activity. But in past ages this was not so. 

When the first signs of a rudimentary civ;fization manifested 
themselves in the countries around the Mediterranean, the 
lawlessness and consequent 'insecurity were so great that it 
was a necessity for each lime tribe or nation to build a strong- 
hold or a castle to defend thenselve&against the frequent attacks 
of their neighbours. * Rounds these castles there were clusters 
of huts which expanded by degrees into small ^cities. Where 
a number of people live close together a rough division of 
labour will gradually be established, even when the manu- 
facturing industries are still in their infancy. It is, indeed, 
this primitive division of labour which prepares the ground 
for subsequent mistrial j)rogress. By a lucky chance one 
• or another of the many 'townlets which dotted the littoral of 
the Mediterranean had been built on a spot whiafer from one 
cause or another, offered special advitntages for trade; it 
was perhaps situated at^a natural harbour or at a fording 
place on an important river, and as a result of its advantages 
it would increase in population more rapidly than the other 
small cities. The very fact that it had more inhabitants 
would lead to a greater division of labbur than elsewhere, 
which would still more facilitate its growth, In course oi 
time a few of these growing towns would become mighty cities, 
such as Rome, the Metropolis of the Roman Empire, Athens, 
Carthage, or manufacturing cities like Corinth, and by theii 
mere size these favoured cities became great emporiums o3 
trade, importing goods froni, and exporting to all the knowr 
parts of the world. 

There was a similar growth of the cities of Italy during th( 
Renaissance, and in Europe north of the Alps in the Middle Ages 

In these populous places, trade and industi^ could flpurish 
because the active exchange of commodities gave thp oppor 
tunity for a^at concentratiqj^ of 'production with a corre 
sponding very minute division of laboui'. Tljit; permitted botl 
mastm and labourers to acquire great skill in their variou 
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trades, and the products of their manufactures were far 
' superior in quality to the coarse household fabrics which were 
pr^uced in the country districts. The city manufactures 
were also, in comparison with their quality, much cheaper. 
Because the manufactured commodities generally represented 
a great value in a small bulk they could bear the cost of trans- 
port over long distances. The great ancient cities consequently 
became the centres of exchange in commercial circles with a 
great radius. The numbers of Antique objects of Roman, 
Greek, or Oriental origin which havp been discovered in Scan- 
dinavia is evidence of an extensi^^ trade. 

r> 

In the comn^erce between a centre of exchange and the area 
within its commercial circle, the goods which are exported 
cost at the circumference their town price plus the cost of 
freight from the town ; and the foodstuffs and other raw 
materials which are imported, cost at the centre their local 
price, i.e. the price on the farm, plus the dSst of freight to the 
town. ^ 

I will attempt to show how this law acts upon the value of 
land which surroundai an important and growing centre of 
exchange. ^ 

In the ancient world, the citizens qf the many small towns 
were originally owners of the land in the neighbourhoodVhich 
they farmed personally, and the community was thus self- 
supporting in the matter of foodstuffs, etc. But,, when the 
small towns began to grow into populous cities, they could 
no longer be supplied with the necessary quantities of foodstuffs 
by this primitive metjiod. Rome of the Empire, and even 
during the Republic, required a re^lar com trade just as 
much as the modem big cities. The growth of the city necessi- 
tated the drawing of the food suppl]^ from a constantly increasing 
area. How great this area must be depended upon the number 
pf jthe inhabitants of the city, which determined the quantity 
wmch they needed, upon the productivity of the land, and 
upon the number of the agricultural population within the 
area of supply. 

For tfie sq^e of sin^licity I will restrict my u^lysis to cme 
article of food cn^y, vk, cwheat. 

If there had iSeefi no centre of exchange in the ocmtry 
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wliei^ the city was situated, and the land had previously been 
uninhabited, as were the American prairies before the first 
white settlers arrived, the land would have Had no value, 
bftt each newcomer would have taken possession of a piece 
of it, just as the white settlers did on the prairies. Living 
under very primitive conditions which did not permit of any 
concentration of production, the farmers* would us^ their 
capital to produce, among other things, th^ wheat they wanted 
for their own consumption.* They would earn an average of 
profit which would be at a Vgh percentage, as always at a low 
stage of evolution, and wa^s wo^d be low, but the land, as 
such, would have noirent vilue. 

In such a country a* city begins to expand. A ^fanciful 
picture, the reader may think, but such wa/ the condition 
under which all the cities of antiquity have commenced. In 
proportion as the number and opulence of the citizens increased, 
the quantity of food which was required grew larger, and the 
nearest fields whiA belonged to the townspeople could not 
any longer supply enougilf To satisfy their wants the towns- 
people must buy wheat of the farmers who lived farther away. 

This new demand gave those farmer^i^an opportunity which 
had previously betih lacljing, of concentrating their activity 
more exclusively upon the cultivation of their land. They 
could |[rowjnore wheat tfian was wanted in their own household, 
and a primitive division of labour could begin among them. 
They woi^d not ask a high price for thek wheat, and would 
even cart it to the market to find a buyer. But the demand 
constantly growing, the supply must be drawn from more and 
more distant districts? and the cost of transport would there- 
fore play a constantly more important* 

Whoever pays for the transport, the cost of it increases, 
when the transport must be done by carriage over roads, in 
direct proportion to the clistance; and finally the freight 
becomes an important factor in the formation of the pricj 
ia the market-place of the city. As there cannot be at one 
time more than one price for the same commodity in the same 
market, the price will be regulated by the cost of transport 
fi^m the m^^ distant district from i^^ich it is jiec&saiy to 
<Iraw part oAhe supply. 

The farmed in the districts sqrroundmg tfie city previously 



m IMAGINATION, lABOUE, CimiZATION 

{»ibdueed just enough wheat to satisfy their own requirements, 
or a quantity such as they could dispose of locally. They 
#ill not change their method of husbandry and send wheat 
to the city — let us call it Rome — unless they can get as mudi 
for it as they have been in the habit of obtaining in the locfiS 
market. If the farmers are to obtain their accustomed price, 
the market price id Rome must be equal to the local price plus 
the freight to Rome. The market price in the centre of 
exchange will therefore determine tjiie area of the supply ; no 
wheat will go to Rome from places which are so distant that 
the market price in Rome, less th« freight from such districts, 
leaves % return to the farmer whif h falls ^oelow the local price 
of wheat. , 

All the farmers within the commercial circle of exchange 
receive the same price for their wheat as the farmers whose 
land is situated at the greatest distance from the centre, and 
whose wheat is needed to make the supply big enough. But 
the cost of transport on the wheat whicfl is grown on land 
nearer the centre, is lower than tfie maximum cost on the 
greatest dig^ance, the cost varying according to the situation 
of the land, measured along the distance from the centre. 

It is the saving on the freight on » the products which gives 
land a situation or rent value. The ^pnt value of agricultural 
land is therefore exclusively the result of the concentration of 
production in a centre of exchange, and of the consequent 
division of labour into its two main branches; agriculture 
and manufactures. 

The most favourable condition for a city as regards its 
supply of agricultural products, is when it is situated in the 
middle of a great and fertile plain, for when the supplying area 
has approximately the form of q circle, the distance to its 
drcumference will be the shortest. There are, however, not 
9^ny prairie-like plains in the Old-World, and Italy in particular 
is a mountainous country, and when Rome grew into a big 
city the com supply became a most difficult problem. At 
flr^ the com was obtained from different parts of Italy, next 
from Sicily, « and it had to be importcii^krgely from 

Bgypt and oth«r African districts. 

3^ com whim Vas needed to feed the •Borne of iiid 
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VMpiixiM was transported over very long distances, and 
tkere was nothing in the area of supply to remind qpe of the 
circle. I will nevertheless use a circle in order to give a 
sahematic view of an area of wheat supply. 

• I will use a quarter of wheat as the unit of comparison. 
It is not known — at least, I do not Imow — what was the average 
yield of wheat per acre in the Roman period ; but at the time 
when Rome was founded and long afterw^ds, it was probably 
not a very high one. In our time the average yield has been 
stated to be : in Russia, dhe quarter (8 bushels) per acre ; in 
the United States, 11 bushel^ ; in France, 16 bushels ; and in 
England, 4 quarters ^82 buSiels). * 

Let us suppose that at the time when Rome begaif to buy 
wheat from more distant districts the averag(f yield in Italy 
wU?ne quarter per acre. As a picture of an area of supply, I 
will take a circle with a radius of 10 km.; 1 square km. 
(1,000,000 m.*) is roughly speaking equal to 250 acres. In order 
to demonstrate md^e clearly the influence of the freight on the 
price, I will magnify th^i^ost of transport, and say that the 
• cost of transport of one quarter of wheat was 6|d. per km., or 
Ss, 7}d, for 10 km. ' 

If we draw conc^tric circles for eacTi km. from the centre 
or the market-place of tKe city, from 1 km. to 10 km., we get 
the fcjtewing acreage in %ach of the belts thus formed : 


Radius 

Innermost circle, 1 km. 
Belt between 1 and 2 „ 


8 

f 

5 

6 

7 

8 
9 

10 


Total 


Area Acres 

. ’ 8*14 km.* = 785 i 

. 9*42 „ = 2,855 

. 15-70 „ = 8,925 

.. 21-98 „ = 5,495 

. 28-26 „ = 7,065 

. 84-54 „ = 8,685 

. 40-82 „ =10,205 

. 47-10 „ =11,775 

. 58-88 „ =18,845 

. 59-66 „ = 14,915 

. 814-00 km.* = 78,500 


On these 9iB|to0 acres the piipductmn would be,*according to 
our suppcmtWn, 78,500 quarters of Wheats aftid'if this quantity 
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was sufficient for the supply of the town, the market plice in 
the centra must be equal to the price op the farms, which we 
will call £l 2 «; 6 d per quarter plus Ss. for freight from the 
periphery, or £l 85 . Ijd. per quarter. » 

The consumers must pay, in addition to the farm price tft 
the periphery, 5s. TJd. on each of the quarters, or a total of 
£22,078 2s. 6d. for cost of transport on the whole supply. But 
the freight which must actually be paid by the individual 
farmers, is a much smaller sum, and the difference is an extra 
gain, over and above ordinary profif on their capital, for those 
farmers whose land is situated iieay.T the centre. Let me show 
how this works out according to tl(!e situation of the land. 






Produc- 

tion 

Qrs. 

Freight 
to city 
per qr. 
Kr.i 

Freight 
on pro- 
duction 
Kr. 

Saving 
>f freight 
per qr. 
Kr. 

SaviM 
on t6w 
production 
Kr. 

Inner circle 


785 

0-50 

392*50 

4-50 

8,582-50 

Belt 1 to 

2 km. 

2,855 

1-00 

2,855-(y. 

4-00 

9,420-00 

9t 

2„ 

8 

If 

3,925 

1*50 

i^,887‘50 

8-50 

18,737*50 

99 

8„ 

4 

99 

5,495 

2-00 

10,990-00 

3-00 

16,485-00 

99 


T 

99 

7^065 

2-50 

17,662-50 

2-50 

17,662-50 

99 

5 99 

6 

99 

8,635 

3-00 

25,905-00 

2-00 

17,270-00 

99 

6„ 

7 

99 

10,205 

8-50 

85,717*50 

1-50 

15,807-50 

99 

7„ 

8 

99 

11,775 

4-00 

47^100-00 

1-00 

llj775-00 

f> 

8,. 

9 


13,345 

4-50 

60,052-50 

0-50 ‘ 

6,672-50 

•> 

9„ 

10 


14,915 

5-00 

74,575-00 

— 

A 



Total . 

78,500 


280,637-50 

•111,862-50 


Added saving .... 111,862-50 

Total cost to consumer^ . . 892,500-00 

c 

Under the supposition upon which this table has been made 
up, the farm land within the area of supply gets a situation 
value of from Kr.4-50 down to Kr.0-50 per acre, according to 
ils* distance from the centre, totalling Kr.111,862-50. The 
most remarkabk thing which this table shows, is that the 

c 1 The NoTwegian krone ia worth about I0. in the normal exchange, 
force bf the table and<of the figures is their relative and nojb their 
actual value ; kad they c& be more easily checked as the^ stand than if 
translated into Engli^. c ^ 
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greatest aggregate gain does not fall on the land which is 
nearest to the centre of exchange. The greatest gain is in the 
middle belt, and the gain in the belt between 8 and 9 km. is 
actually twice as large as that of the inner circle,* although the 
saving of freight per quarter, Kr.4‘50, is nine times larger than 
tne saving, Kr.0*50 per quarter, in the outer belt. 

It will be less economical for the inhabitants, whatever form 
the supplying area of the city may have, other than that of a 
circle ; for any other form will add to the 16ngth of the distance 
over which some of the i^heat must be transported. If the 
area has approximately the form of a circle, it grows as the 
square of the radius, and, ii; all cg-ses, the area of the distant 
districts exceeds tha9 of the ‘mear districts at least at this rate. 
It will be observed that*the saving of freight oj the rent value 
of«4he Jand aggregates : 

In the 5 inner belts .... Kr.60,887*50 

„ 5 outer 51,025-00 

% 

Or a total of , ^ . . . Kr.lll, 862-50 

Rent of land has been explained thus : The most fertile land 
. has first been occupied ; when the d^and fdf agricultural 
products increases;* recourse must be had to less fertile land, 
and the price of the products must rise to make the cultivation 
of th?lnfe.rior land pay, and the higher price will consequently 
leave an extra margin of profit on the better class of land. Bui 
whether jprtile or barren, the land on a great unoccupied prairie 
will yield no rent before the number of settlers on it has become 
so large that an exchange of commodities between them can 
begin, and it will talte some time before this exchange can be 
carried so far that a concentration of* production and a con- 
* sequent division of labour can begin. When this happens one 
place or another on the prairie will gradually develop into some 
sort of a centre of exchange, however insignificant, in a com- 
mercial circle, however small. From this centre an increased 
activity will gradually expand, and this activity will gi^e*a 
value to the surrounding land. The rent vahie of a particular 
piece of agricultural land will be a function of the maximum^ 
freight, whic]^ must be paid on agsiciritural productef to secure 
to the centre a sufficient suppljr, ani^of &e situation of the land, 
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mkoned &om the centre. Fertile land will have a highet valtte 
than barren land everywhere within the circle of commerce, but 
the situation acts as a determining factor of land value equally 
upon fertile ahd barren land, and land which does not lie witl^ 
any circle of commerce commands no value, no matter what i^ 
quality may be. 

The fertility of the land may, however, influence the land 
value in a general* way. If a big town, which needs a great 
supply of foodstuffs land other agricultural products, is situated 
in a fertile country, it is not necess^ to draw the last part of 
its supply from so distant districts as when the country is 
barren. In the case of a fertije country, the land near the town, 
although fertile, will therefore ncn rise ife much in value as 
would tie the case if the country were less fertile. This con- 
sideration shows clearly that it is not the more or less fiwtRe 
nature of agricultural land, but its situation in relation to the 
centre of exchange which determines its value. 


Experience proves that when the farmer/ of a country meet 
with a better demand for their prodfffcts, there will be, after a 
while, a general improvement in the cultivation of the land ; 
and it is nof difficult tfi find the explanation. The farmers of 
land in the neighbourhood of a growing cit^ obtain in the city 
market the same price for their products as those fe,rmers 
whose land is situated nearer to the circumference of the circle 
of commerce, although it costs them less to transport the 
products to the market. They therefore obtain a gain over 
and above the ordinary profit on the capital which they have 
invested in the land. 

On wheat, for instance, the farmers in the inner circle would 
have, according to my' table, an extra profit of Kr.4*50 per ^ 
quarter, and as long as the average 3 deld per acre was only one 
quarter, this would give an acre of Iqnd a rent value of the same 
sum. This extra gain would induce the farmers to spend more 
capital and labour upon the land to make it yield more than 
befoSre, in order to reap this extra gain on a larger quantity ; 
and the extra gain due to saving on the freight would similarly, 
but to a less and less extent, act as a stimulant upon all the 
Ibelts of thfc supplying area. » 

Let us supp^®*' fiiof hiP r\Ti 


I nivw^iinfirkn urocs fvro/4lia11v 
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aver (he whole of the area of which I have given a schematic 
description^ reaching an output of 4 quarters per acre in the 
inner circle. I have worked out the following table ; 


• 

• 

Area 

Ootpat 
per acre 

Total 

output 

Freight 
per qr. 

Total 

freight 

Saving 
per qr. 

Saving 

perame 

Total 

laving 


Acres 

Qrs. 

Qrs. 

Kr.i 

Kr. • 

Kr. 

Kr. 

Kr. 

iner circle 

786 

40 

3,140 

0-50 

i,5jro 

4-50 

18-00 

14,13C 

alt 1-2 . 

2,355 

3-7 

8,713 

1-00 

8,713 

4-00 

14-80 

34,862 

„ 2-3 

3,925 

3-5 

13-737 

1-60 

20,606 

3-60 

12-25 

48,07fl 

»3-4 . 

5,495 

30 

16,486 

2-00 

32,970 

3-00 

9-00 

49,45fl 

»4-5 . 

7,065 

2-7 

19,076 

2-60 

47,687 

2-60 

6-76 

47,681 

»fl-6 . 

8,636 

2-5 

21,W7 

3-00 

64,761 

2-00 

6-00 

43,174 

»6-7 . 

10,206 

2‘Qk 

20,4i0 

3-60 

71,435 

1-60 

3-00 

30,61£ 

»7-8^ . 

11,775 

1-8 

•21,195 

4-00 

84,780 

1-00 

P80 

21,19e 

»8-9^ . 

13,346 

1-6 

20,017 

4-60 

90,076 

(V60 

0-75 

10,00C 


14,915 

1-0 

14,916 

6-00 

74,676 

— 

— 

— 

Qtal 

78,600 


169,274 


497,172 



299,19fl 


This table is, l\ankly admit, very fantastic, but I intend it 
to show the tendency of 'the stimulus to increased production 
which the situation of the land, giving it a rent value, exerts. 
Whether the gain which those farmers^obtain, %hose land is 
situated in close proxiiryty to the centre, actually induces 
them to increase their production from 1 qr. to as much as 
4 qrsf^er acre, is immaterial, if only the fact is recognized that 
the growing demand for wheat and the increasing rent value of 
the land ^ave a tendency to stimulate production and increase ^ 
the yield per acre, and also, that there will be a greater increase 
of the production on land nearer the centre than on land nearer 
the periphery of the area of supply. 

If the reader will compare the table on page 118 and the 
•above table he will observe that on my suppositions the pro- 
duction of wheat on the entire area of supply has been increased 
from 78,500 qrs. to 159,274 qrs. When the production in- 
creases to this extent, one of two things will occur. Either the 
supply will exceed the demand by nearly 100 per cent., in wtdch 
case the price of wheat will fall heavily. It •will be seen that 
with the increased output the districts to a radius of 6 km. can ^ 
produce S2y7SJ qrs., and if the consumption of thetowb remains 

^ See note on p.418. 
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itatumfury, those districts are sufficient to supply the pntixe 
demand. The price will therefore fall at least by Kr.2*00, or 
the difference in the freight between 6 km. and 10 km. There 
will thus be a saving for the townspeople of at least Er.2*00 
per quarter on their whole consumption, or, say, Kr.157,000. 

Or the town may have grown so much in the number oTF 
inhabitants and their opulence that 159,000 qrs. of wheat are 
needed instead of ohly 78,500 qrs. If such a quantity had been 
produced with the oid yield of only 1 qr. per acre, the area of 
supply must have been widened to a ^ircle with a radius of about 
14 km. (= 615 km.* = 153,750 acres). The freight from the 
circumference would have risen fijom Kr.5*00 to Kr.7*00 per 
quarter.^ This would have involved an fetra expense to the 
townspeople oq the whole of their wheat supply of 159,000 X 
Kr.2 or Kr. 81 8,000. ^ 

The circumstance that the products of the land near the 
centre can be marketed with less transport cost than that part 
of the supply which must be brought from t^ farthest distance, 
gives a rent value to the adjacent land. Tuis rent value acts 
as a premium on the production on tSis land, and to the extent 
of the increase of production which is thereby stimulated, the 
rent therefore protect* the townspeople who would otherwise 
have to pay a higher maximum freight in-order to attract a 
sufficiently large supply. ^ 

I must, however, make one reservation. To obtain aTarger 
yield per acre it is necessary to invest more capital in the cultiva- 
tion, and unless the yield increases proportionately i,with the 
increase of capital, a part of the saving of freight due to the 
situation of the land must be applied to bring the profit on the 
increased agricultural capital up to the av(^age rate, and only the 
balance of the saving of freight is rent value due to the situation. 

The table on page 118 may be rendered graphically thus ; 



.COST OF PRODUCTiaw ,PR. QR. 
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FREIGHT 

TO 
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c 



GROUNO BENT m 

Whto Rome had grown so large that the com supply 
had to be drawn from very distant districts, and the price 
therefore became very high, it was a matter of great • 
concern, both to the individual citizens and the Govern- 
ment, to prevent the price from rising still higher. In 
the Rome of the Empire the problem was finally solved by 
importing corn in great quantities from Egypt, and some- 
times the Emperors even paid part of the price out of their 
privy purse. ^ 

It is more than probable that cereals could be grown with 
less cost on the plains of Egypt that are watered by the Nile, 
than in Italy, and it is certain that the transport by sea, al- 
though the distance^etjveen Egy^t and Italy was a ]png one, 
was much cheaper than cartage overland from the more remote 
pa^ttS^ Italy. Wheat from Egypt might therefore be landed 
in Rome and sold with a profit at a lower price than could be 
accepted for Italian wheat from the more remote parts of the 
peninsula. This Competition with Egyptian corn ruined the 
ancient husbandry of Ital^r, which had been largely based upon 
the cultivation of corn for the Roman market ; the land went 
out of tillage, and the corn fields were converted into grazing 
land. ^ 

I will attempt to sht)w in detail how this competition 
work^ upon the reitf values in Italy. Let us suppose 
that the cost of growing 1 qr. of wheat in Egypt was ICr, 1 
less than in Italy, and that the total cost of transporting 
1 qr. of •wheat from the fields in Egypt to Rome was only , 
Kr.4 compared with a maximum cost of transport in 
Italy of Kr.5 per qr. Under these suppositions the Egyptian 
wheat could be sol^ at Kr.2 per qr. less in Rome than 
, before, and those districts in Italy from which the freight 
was more than Kr.8 per qr. must cease sending their wheat 
to Rome. • 

The area of the Italian supply would thereby be reduced 
from a circle with a radium of 10 km. to one of only fi^kjn. 
—or from 814 km.* to 118 km.* The belts outside of the 
6 km. radius would lose entirely the rent value, which thdr 
com export to Rome had previously given them, and in thos^ 
districts «hlbh could continii^ s^imii^ wheat •to ^ome the 
rent value #rould be reduced thus# 
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Frodiic- 

Freight 

Saving 
of freight 

Totid'mving 


tion 

per qr. 

per .qr. 

on output 

, 

Qra. 

Kr. 

Kr. 

Kr. 

Inner circle 

8,140 

0*50 

2-50 

7,850 r 

Belt 1-2 km. . 

8,718 

1*00 

2*00 

17,426 « 

„ 2-8 „ 

18,787 

1*50 , 

1-50 

20,605 

„ 8-4 „ 

^ 16,485 

2-00 

1-00 

16,485 

„ 4-5 „ 

' 19,075 

2*50 

0*50 

9,587 

„ 5-6 „ 

il ,587 

3*00 



Total 

82,737, 

' 


71,908 


Before the Egyptian competition the saving of freight 
in this district amounted to Kr.237,377^ and the difference, 
or what' the farmers would call their loss, was therefore not 
less than Kr.l 65,474. If a part of the saving was reguisf^d 
to bring up to an average the profit on the capital invested 
in wheat-growing, the rent value of the land would be still 
more reduced. As a matter of fact the Eg^mtian competition 
caused a complete revolution in the agriculture of Italy. 


The influence of this competitiorP upon the foregoing sup- 
positions may be rendered graphically thus : 



Within the area of supply of a large centre like Rome the 
price of wheat will everywhere be ruled by the market price 
at the centre. If the area consists of 10 belts of 1 km. each, 
and the freight from the circumference to the centre is Kr.5, the 
price at 6 Im. from the centre will be Kr.2 per qr. more than 
a price which would cover the ordinary profit and cost of 
pi^uction, beca\^se at 6 km. there is a saving of Kr.2 in 
the cost of the freight to the centre. The farmers whose land 
Us situated only 6 km. iL|tead of 10 km. from the centre will 
not sell theiiv wheat lacally for less money thfcf- they can 


obtain by sen 



to the^centre. 

( 
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If a smaller centre of exchange is formed within the area 
of supply of the centre A, which we will call B, at a distance 
of 6 km. from the large centre, if, for instance, •a small town 
isl)uilt at this place, or some kind of manufactures are started, 
tRe consequence will be that the inhabitants of this new centre 
must pay for their wh^at Kr.2 per qr. more than the price 
current outside the area of supply of the great centre. 
Moreover, if the place B grows in importance, and its inhabi- 
tants cannot obtain a sufficient supply of wheat in their im- 
mediate neighbourhood, but must draw it from more distant 
districts, there will be formed a system of concentric circles of 
supply round B just similar to those which surround A. Should 
the number of inhabitdhts in B become so large tlfat they 
mwstj^e an area of supply with a radius of 8 tm., the result 
will be^hat the market price in B will advance by the cost 
of transport over 3 km. or Kr.l*50 per qr. over and above 
the Kr.2*00 add^ion which is the result of the attraction 
of the great centre. In the inner circle round B the rent 
value of land, on which* 1 qr. of wheat is raised, will be 
Kr.8*00 instead of Kr.2*00, in the second belt Kr.2 *50, and 
in the third Kr.2. The influence upon .tj;>e lancH)f the estab- 
lishment of a secoAdary, centre of exchange within the area 
of supply of a great centre is exactly the same as if the 
situa^n of the land ha3 been changed so that it came nearer 
to the centre. Each subsidiary centre of exchange which 
develops g^s a result of a new concentration of production, 
has the effect of adding to the situation or rent value of the 
agricultural land in its neighbourhood. The greater the 
number of local centijfi 4 if activity within the area of supply 
of a great centre, the more evenly wiD the rent value of the 
land be distributed over the whole area. The result will be 
that the production of agricultural products will everywhere 
be greatly stimulated, and not only in the districts near the 
great centre. 

The paramount division of labour, viz. tinto agricultural 
production in the country districts on the one side, and con-^ 
centrated p^uction of manufactures in the towifs on the 
other side^wnich is so benefidtl to both sections* of humanity, 
would finaffv come to a standstill if thelcost of foodstuffs 
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and other raw materials were to rise indefinitely in the centre, 
by a constant increase of the cost of transport ; for the cost 
of food in th^ towns would then finally be so high as to out- 
balance the advantages which can be derived from the minute 
division of labour which the concentration of production mak& 
possible. 

The advance of the market price in the centre, which added 
rent value to the n^ar land and stimulated agricultural pro- 
duction, was also a powerful stiniulus to the introduction 
of more economical means of transport, and to international 
trade. The fall in the market price in the centre, which resulted 
from a cheapening of transport or th^ importation from 
countriek with lower cost of production, made the continuation 
of the growth of the centre of exchange possible, byU^his 
fall at the same time reduced or extinguished altogether, 
temporarily or permanently, the situation value which the 
land near the centre of exchange had prev^usly acquired. 

The importation of Egyptian corn to Rome caused a crisis 
in the agriculture of ancient Italy si^milar to the crisis which 
the importation of cheap com from the United States caused 
in Europe in^che thr^ closing decades of last century. 

One circumstance which contributed not'a little to intensify 
the crisis was that Rome had grown in population and im- 
portance so abnormally, that it hacf prevented the ^wth 
of the other towns of Italy. The Italian farmers therefore 
became dependent upon one great market, and wj\en they 
lost this market owing to foreign competition they had not 
sufficiently powerful local markets to fall back upon. 

1 have attempted to* prove that the origin of the ancient 
towns was the desire to trade, which permitted a concentra- “ 
tion of production, and I have attjempted to analyse the in- 
fluence of the growth of the towns upon the rent value of the 
surrounding agricultural land. 

lif Rome and other small states of Latium the land was 
origii^y divided into small holdings amongst all the firee 
^families, the patricians, and the same system probably pre- 
vailed in^the whole of Hhe country where Italic races had 
settled. But^w^en Rjme^ began the conquest o/^taly, the 
adstocracy, comg^aed of the, patricians and tike we^thy 
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plebeian families, managed to secure for themselves the greater 
share of the land in the conquered parts of Italy Which was 
sequestrated from the previous owners. This land-grabbing 
tendency gave rise to nearly all the internal struggles during 
tfie Republic, which invariably ended with an increase of the 
proletariate. During the period when the aristocracy of 
Rome, under the leadership of the Senate, conquered the 
worid, the economic structure. of their State constantly de- 
teriorated, the few became^ immensely rich, and the multitude 
constantly sank lower. Under the incessant wars the soldiers, 
who were led from victory to victory, gradually lost their 
patrimony, the land, ^ and being at last released from military 
service, had no option 6ut to go and swell the evergrowing 
p]K)let^ate of Rome. * 

In the^alian provinces this process of alienating the rural 
population from the ownership of the land did not at first 
proceed so rapidlji ; there is evidence that the demoralization 
which set in early ui Rome itself, was for a long time unknown 
in the rest of the peninsula. But the competition of the 
corn, which was needed for the feeding of the Roman 
proletariate, no doubt broke the econom^ij powfif of resistance 
of the small freehold farnrvers in the provinces, and thus tended 
to complete the disenfranchisement of the rural population 
of th^ whole of Italy. * 

During the centuries which preceded the final downfall 
of the Efipire, the common people everywhere sank into a 
state bordering upon serfdom, and the ownership of the land 
was crystallized, during this time and during the invasion 
of the barbarians, into Sh^e large estates, cultivated by tenants 
on the metayer system, which still prevails so largely in Italy. 
*In this evolution, which has continued for more than 2,000 
years, the crisis caused by | the corn competition from Egypt 
was only an incident, which, though serious, would hardly 
have had such lasting and evil consequences, if other and 
more deep-seated causes had not been working in the sanfe 
direction. It is this system of land tenure fti Italy which is 
iwgely the explanation of the great poverty of the masses ^ 

that beau^ul country ; it may #b? traced back W origuud 
defects in^e constitution of t^e I^mln State. * This tragic, 
Mid at the^ime time fascinating themi ^ tempted me to 
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try to give, by a deductive method, an analysis of the manner 
in which the competition from Egypt must have accelerated 
the aggregatibn of the ownership of the land in the hands 
of a few families, by depriving the small and poor ownere 
of land of the rent value which it had previously acquired. 
The same law which in the ancient w6rld gave land near the 
centre of exchange a situation value by the saving in the 
cost of transport, is in force under modern conditions ; but these 
have become exceedingly complex with great and rapid 
changes. It will therefore be necessary to make the modern 
rent question the subject of, a very detailed examination. 

When it is recognized that land obtains a rent value solely 
as a resfilt of concentration of production, division of labour, 
and exchange of commodities or services, it will be^hvious. 
that circumstances which materially alter the conditions of 
agriculture, trade, and industries, must also have a profound 
influence upon rent values. 

The discovery and the subsequent development of the New 
World have fundamentally changed the conditions of human 
existence. 

The modefu indi\<!trial methods with power machines, 
which were originated in England in the last three or four 
decades of the eighteenth century, have been internationalized 
during the nineteenth century. Innumerable improvements 
in productive methods have been invented, and the efficiency 
of labour has greatly increased, r 

The first steamboat was run in 1807, the first railway train 
was started in 1829 ; the railways of the world to-day have 
a length of more than 1,000,000 , and the tonnage of 

ocean-going steamers *and sailing vessels in 1912 exceeded 
80,000,000 net tons. The telegraph which now encircles* 
the globe many times was invented in 1820, and the telephone 
is of quite recent date. When it is also remembered that 
cheap postage was not introduced before the beginning of 
lAstf century, and that cycles, automobiles, and aeroplanes 
have been invented and perfected in the memory of the younger 
generation, it will be obvious that the means of communication 
have been completely ^revolutionized during ^the hundred 
years which’^have,i' paSsed since the close of the'^Napoleonio 
wars. “ 
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These three circumstances: the development of l^e New 
World, the internationalization of power machinery, and 
the total change of our means of communication, have, 
separately and all three combined, completely changed the 
conditions of trade. The most remote parts of the globe 
are nowadays in daily commercial intercourse with each other, 
and exchange their commodities with more ease than was 
possible in the ancient world even for neighbours. 

The ever-increasing national and international trade has 
multiplied to an almost incredible extent the facilities for 
concentration of production, and the division of labour has 
been carried far b^ond what Adam Smith could have 
dreamed of. * ^ 

The rent value of land is a function of different variable 
quantftka^ when these factors are multiplied in number, 
and their ^nations are enormously magnified, the resultant 
function must likewise become intensely changeable. As a 
matter of fact th^ent value of land has become very change- 
able. The enormous rise^in the value of building ground 
* in the great cities has attracted most attention, but a much 
more remarkable phenomenon has been the sloa^r but steady 
rise in the value of %ast tracts of land in countries or districts 
only recently opened up by modern means of communication. 
In the^aggregate the rise value of this class of land amounts 
to much more, measured in kroner, or pounds, shillings, and 
pence, than the sensational sums which are sometimes paid 
for small flots of building land in London or New York, 
Land has risen in value enormously during the last hundred, 
and particularly during;^ the last fifty, years ; and upon the 
whole this advance, itself^ sign of progress, has assisted the 
progress of our race materially. But before I continue this 
subject I must ask the reader to follow me in a short survey 
of the conditions of trade aAd industry at the commencement 
of the twentieth century. 



CHAPTER VI 

THE EVOLUTION OF IDEAS 

The sources of our civilization are ideas — productive, artistic, 
moral, and abstract ideas. ^ These have all been conceived 
in the brains of imaginative individuajs. The first vague 
conception must be developed by the mental efforts of the 
originator into more or less definite ideas ; to make them . a 
force in the evolution of mankind he must project tly^ images 
or ideas outside of his own brain. He must either materialize 
them, by making things in their image, or^he must give his 
ideas form in words or musical notes to make them recog- 
nizable by his fellows. • 

The brain of man is so organized that when he sees an object 
shaped with h purpA^e by somebody else, he recognizes this 
purpose as human, and a brain activity is set up in the observer 
that proceeds on precisely the same lines as those which 
directed the hand of the maker of the object. The' same 
applies to ideas which are not solidly materialized in matter, 
but whose fleeting shape comes to our mind through the 
medium of words or musical tones, which make us think the 
same thoughts as the person who expressed his meaning by 
these words. The propelling force in l»uman evolution is the 
imagination of the few* who can create original ideas, but these 
would not bear fruit if the mental work of absorbing them? 
did not cultivate the mind of the^ recipients. 

In the process by which mankind has slowly reached its 
present stage of civilization, the invention of a new tool, or the 
direktion of an original artistic idea, has often played as impor- 
tant a rdle as thb discovery of a scientific ttuth or the evolution 
of morals. In the infancy of our race, when the faculty of 
reasoning w^ as yet hvtc imperfectly developed, it was indeed 
only simple art wjdchi besides utilitarian object^ &uld anneal 
to the undeveionL*^ xfund of p^itive man. 

130 
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It is beyond doubt that the fundamental technical inventions 
have been made in various parts of the globe independently 
of each other, which is strong evidence of the homogeneousness 
of human nature. But the races differ as much in regard to 
the faculty of invention and receptivity towards new ideas 
as individuals in the scijne race vary in this respect. Not only 
have epoch-making ideas originated earlier in some races than 
in others, but their general reception and utilization has been 
rapid in some and slow in other placed. Hence the endless 
variety in the evolution Of civilization in the many different 
races and nations of the world. 

New ideas have been the active* element in human evolution, 
or, what sometimes amounts to more, happy coiift>inations 
of previously current ideas in such a manner, thift new, complex, 
and fttoK fruitful ideas have been the result. When a fluid 
crystalli^.the process does not begin simultaneously in all 
parts of it, bi;± at certain points called the crystallizing 
points, from whiai the action gradually extends to the whole 
solution, if chemically si^jted to the process. The evolution 
of human civilization proceeds in a similar way ; new ideas 
or new combinations of ideas are created m^the brains of 
individuals, and .where there is sufficient receptivity 
these gradually permeate society, and, altering the way 
of thinking, they crea'^, when conditions are favourable, a 
new civilization. 

Experience teaches us that wealth is not only not a necessary 
conditioif for creative geniuses to do their work, but that, on 
the contrary, most of the practical inventions, epoch-making, 
artistic, and scientific achievements, are due to humble and 
comparatively poor mehj and few of the great moral and 
religious teachers of mankind have been rich men. But for 
ordinary mortals a certam freedom from economic worries 
seems to be necessary, if they are to open their minds freely 
to new ideas, and be able to devote sufficient energy to their 
assimilation. This is partictllarly the case when it is a question 
of absorbing and studying different ideas with the object of 
combining them to ideas of a composite and higher order. It 
follows that rapid progress in ci\;piEation is hard!}* possible, 
unless theie^ure at least somef^iembers oAsociety who enjoy 
a certain mount of leisure, which pre^pSses a previous 
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aeeuultdatioii of wealth. In a thinly populated^ country, 
devoid of easy means of communication, new ideas do not 
become so rapidly disseminated, and population cannot grow 
rapidly in a country which has not yet accumulated a fair 
amount of capital. This is another reason why the progress 
of civilization must necessarily have .been very slow until 
some wealth had been acquired. 

Until the second half of the eighteenth century, machinery 
in the modem sense, that is to say, Aiachinery driven by other 
power than human muscular energy, was almost unknown, 
and therefore so also was production on tl^ heavily capitalized 
modem r^stem. There were also in encient times factories 
which employed a large number of labourers, but these worked 
with tools and implements which were set in motion^Jpy^their 
own muscular energy. One must suppose that the ancient 
manufacturers stood in much the same Ration to their 
labourers as for instance the so-called cotton manufacturers 
in Manchester in the pre-machinery days. These were not 
manufacturers in the modern sense, but factors, who supplied 
the domestic ind^»«tr\^th raw materials, and who had finishing 
works, where the cloth of the hand loom was dyed and finished. 
In these finishing works most of the processes were executed 
with manual labour and with simple add relatively inexpensive 
implements. The superiority of certain famous manufacturers 
in ancient times depended in all probability, not upon special 
advantages in regard to the machinery or implements, but on 
the hereditary skill and experience of the manufacturers and 
their labourers, and on the possibility oj obtaining a sufficient 
division of labour to m&ke it more skilful. 

There were, as far as I can understand, only two fields of 
industry in which a high rate of capi|alization would be possible 
under ancient conditions, viz. the cultivation of the land, and 
the mining industry. The land might be better tilled, drained, 
aofd planted, and better stocked 'iVith cattle and implements, 
provided the proprietor had sufficient capital; and as to 
extensive mining operations, they required, of course, large 
' capitd, relatively ^aore perhaps, in ancient times than 
to^y, - 

lu> an indusfiy/ih ■whiih the capital investment is oidy 
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light when compared with the number of labourers, the per* 
centage of profit on each transaction may be very high, and 
yet the sum of annual profit will be much smaller than in a 
modem heavily capitalized industry with an equal number of 
labourers. As it is the sum of profit which the capitalist can 
gain in the course of the year which is at his disposal either 
for consumption or for fresh accumulation of wealth, there 
could not be a rapid growth of wealth among the ancients 
from the income of their industrial investments, the more so 
as the majority of the people, those of the working classes 
who were not slaves, earned miserably low wages, and their 
consuming power wf s therefore exceedingly limited. 

The people who li\^d round the Mediterranetfh in the 
countries which have been the cradle of our Civilization had, 
howevej^^one source of great profit which made it possible for 
them to acquire great wealth, viz. international trade. As 
soon as they hli^ developed their civilization so far that they 
had learnt to build vessels by which they could navigate the 
sea, and had domesticate animals of burden, they could at 
one time transport large quantities of goods, representing in 
one shipment a great capital; and wheijjaaiding with other 
countries they couW take advantage of the variations between 
one country and another in the cost of production, due to 
climatic and other natuibl conditions. Saving of labour by the 
use of capital being at all times the source of the profit on 
capital, tiiere was in those days, when a few countries which had 
advanced earlier than others and had become comparatively 
rich were surrounded on all sides by barbarians, an enormous 
profit to be made on a barter trade with the barbarians. More- 
over, since much capital* might be inVested in each venture, 
• there can be no doubt that international trade placed immense 
wealth at the disposal o^ the capitalists in Egypt, Assyria, 
and Babylonia, Syria, Asia Minor, and Greece, at a time when 
Rome had not yet been founded. 

At a very remote period* the people of the Meditenftiean 
had founded cities. The number of towns ^in Greece at the 
time of the Trojan war which Homer enumerates is surprisingly 
large, altboi^h they were small and Bnimpartant in cemparison 
thelMghty Egyptian anR Assyrian #ties. * The excava- 
tions whicR have been made on the sit^^ck ancient Bahvlnn. 
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Itineveh, and other Assyrian and Babylonian cities, as weU as in 
Egypt, have confirmed the historic records of the vast size 
and importance of these places, which fiourished as far back 
as 4000 B.C., and of which some at least were founded in thb 
Stone Age. * 

In these countries were united all* the conditions which 
make rapid cultural evolution possible: populous cities in 
which new ideas could find quick reception, and a sufficiently 
numerous class of w^ealthy and leisured people who could 
afford to employ artists to embellisli their towns and palaces, 
and men of science to explain to them the riddle of existence. 

It is no accident that civilization, the woiyl which has come to 
denote irf-smodern languages human culture, is derived from 
the Latin worJ for a town citizen. 

I have remarked on more than one occasion thaJ/S^am not 
using the word ideas in any metaphysical sense,^ out simply 
to denote the image in the mind, or the idea wj^h must precede 
every purposeful action or reasoning of the human brain. 
The ideas must have begun with the^implest and most obvious 
relations of cause and effect from which the conception of 
purposeful actkc^-^JM^Jd be derived, but out of one idea new 
ones would grow, and finally man’s (concrete ideas developed 
into abstract ideals. 

The leisure which the wealthy class& in Egypt and Ch&ldea 
enjoyed gave them the opportunity of carrying very far that 
pursuit of investigation of surrounding matter for cariosity’s 
sake, which seems equally inherent in the nature of man as 
the ability to conceive a purpose which is to be attained by 
using certain means. They attainedjp great heights in the 
world of ideas when they learned, for instance, to measure 
time accurately by observing the stars. Having left tangible • 
objects behind them in their wand^ngs among the images of 
their brain, they conceived the idea of an invisible God who 
governs the visible world that hands can grasp. Out of their 
condition of God grew their ideks of man’s relation both to 
God and to otlfer men, or perhaps their contemplation on 
moral problems went on side by side with their speculations 
upon ffivinity. A rtudy^f religious history demonstrates Uie 
fket that a verv ffnpdftant part of our religiouSs ffinceptEoac=^ 
and ideas to-da;^ ft an iiffimtance from the ^hilosophteal 
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And religious systems of the Egyptians and Chaldeans, a striking 
example of how human ideas, when once invented and expressed, 
live their own life independently of their originators. A 
material analogy is the fact that a certain part of the gold 
which is current in the world at the present day actually was 
in use in Babylon, haying been melted and re-melted many 
times. 

I am not going to make any digression into the domain of 
philosophy, I only wish to explain how I obnceive that evolution 
of human reasoning whifth, starting with the plainest ideas 
of utilitarian objects, may carry us to the greatest heights of 
abstruse speculatioi^s. Abstract speculations which have not 
utility for their object,«but the satisfaction of our ^jjwiosity or 
desire to know the truth, cultivate more thffti anything else 
the fniii^ and strengthen its capacity for combining ideas. 
Even whei^such speculations do not attain their intended goal, 
they may thes^fore indirectly bring great gain. The mind 
becomes trained* and enriched, and conceptions of practical 
utility become possible which could not have occurred to an 
untrained mind. Thus theoretical speculations sometimes 
lead to, and always prepare the way for pract ical inventions 
of the most far-re#iching importance. Let me mention such 
ideas as weights and me’asures, or that wonderful invention of 
coined money. Money has become to that degree part and 
parcel of our mental equipment that few people ever stop te 
think of it or try to imagine a world without coins. The idea 
of using weighed and stamped pieces of precious metal to ' 
make payments is at once the acme of the fantastic and of 
common sense. A similarly wonderful idea was the inven- 
tion of conventional sighs to denote words by letters, and 
the Arabian invention of numerical signs. What mighty 
steps forward in the evolj^tion of our civilization were thereby 
taken! 

How one idea grows out of another is well illustrated in the 
history of art ; the three Greek orders of the columns i»ay, be 
cited as an example. Our cherubs and winged angels are the 
descendants through many changes of the Assyrian winged 
figures. And from Persia came thi^idea of the arch, which was * 
jOrexteiRMly used in the R($nan a^ch^tectu]!^, from which 
modem jBlichitects have borrowed "it i 
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Tbt idea of the brotherhood of men was originally quite 
fordgn to the ancient mind. The citizens of each state, 
frequently copiprising not more than a small city with its 
immediate surroundings, considered all others as their enemies. 
Homo homini ignoto est lupus^ as the Latin saying had it ; and 
the morals and religion of the ancient peoples did not go beyond 
a crude polytheism. The fundamental ideas of the Greek 
civilization, hberty, harmony, and rationalism, have neverthe- 
less become an integral part of our culture. Law, justice, 
and equity, as well as ordered administration, were the gifts 
of the Romans to mankind. For the first time in the history 
of the world the famous Pak Romanorum brought into close 
relations «4^{ie nations which peopled the countries that were 
known to the t.ncients. The splendid Roman roads and the 
safe navigation of the seas faeilitated the most lively i^rcburse, 
commercial and otherwise, between the different /^irts of the 
vast Empire. Ideas which had previously remained national, 
became widely known and generally accepted, and a world- 
embracing universal civilization w^s the outcome, in which 
Greek, Roman, and Asiatic ideas mingled, carried from one 
country to anqjjier by citizens of the same Empire who all 
spoke either Greek o?Latin or both. » 

But below the brilliant surface this highly developed ancient 
civilization was rotten to the core, fcR.* it suffered undea the 
curse of slavery. 

How deeply the idea of the lawfulness of one man subjecting 
another man to serve him as a beast was rooted in the ancient 
way of thinking can best be measured by observing the position 
which the early Christians took towards it. 

Slavery was not unknown to the Gfermanic peoples who be- 
came the heirs of the Roman Empire, and it has been practised « 
in all parts of the world. But exc^t in the Southern States 
of America slavery has not anywhere been the general and fully 
rec^^^iized basis of the economic organization of a highly 
ci^iacd society as it was in the ancient world. 

The plfuiters ofithe Southern States in the United States of 
America were a noble, highly refined, and cultured race, but 
"they werejmable to feel tbs ^wicked sinfulness of the slave sys- 
tem which tht;y prsfctised. Many of the worst abofi&inatici3Sb^ 
towards the slates which dre recorded from Rom^Were per^ 
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petrated on the black, and they found defenders even among 
ministers of the Christian Church. This proves that the idea 
of subjecting fellow men and women to slavery is compatible 
with Mgh intellectual culture, and, what is more surprising, 
with finely developed moral feelings ; and it helps us to under- 
stand how difficult it was for the ancient world to rise above 
its deeply-rooted prejudices in this matter. 

In our own days, almost, there have been honourable and 
well-meaning people who have been fully'convinced that their 
coimtry would go to the dogs if the working classes were to 
get high wages. These and other considerations must be 
put forward to expl|iin, if not to condone, this great blot 
on the ancient civilizations. The time was not yg^ripe for 
the greatest of all human ideas, that of the liberty of the 
individual, 

There wef^ however, also powerful economic causes which 
tended to perpetsi|te not only slavery but also the great poverty 
of the masses in tne ancient state. The countries which were 
comprised in the Roman JEmpire are favoured with a mild 
climate which makes it possible for the poor to subsist on very 
little, and the employers could have recourggjo slave labour 
when free labour became dear. Slaves are not as a rule efficient 
labourers, and there is no reason to believe that those of the 
ancient world were exce^ional in this respect. But the rate 
of capitalization in the industries was generally very low, and 
when the profit on each unit of the output is high, a fairly large 
sum of money may be earned per annum in spite of the low 
efficiency of the labour employed. Experience from countries 
where the rate of capitalization in the industries is still low— 
for instance, India, China, lind Japan— ^hows that under such 
conditions the employers of labour continue for generations 
to pay almost incredibly lov^ wages. 

It was, therefore, nearly impossible for men of the working 
classes in the ancient states to accumulate capital out of their 
wages, as may be done in 'modem societies. The land ia 
republican Rome belonged to the aristocratic families, the 
patricians ; and the few plebeians who succeeded in getting 
rich, employed their capital in wljpl^le triyde, in farming the 
^iliilrand^twfisurious money transactions, by which they could 
Mnass ffreaWortunes, During the ^ars»w^ch^ubiected the 
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rat of Italy to the yoke of Rome, the wealthy families secured 
for themselves — per fas et nefas — ^the lion’s share of the land 
in the conquered districts which was made ager ptiblicus. And 
after the conquest of Eg3rpt there occurred a crisis in the agri- 
culture of Italy analogous to the one which happened in Europe 
when the wheat from the virgin praijies of America began to 
pour into the markets of the Old World. The cultivation of 
cereals in Italy no longer paid, and the small farmers, who had 
depended upon it, ^oecame ruined, which still further added 
to the accumulation of landed estates in the hands of the 
optimates. The small farmers either sank into actual slavery 
or they drifted into Rome to swell the^ multitude of citizens 
which hs^ to be fed at the expense of the State. 

In the Rome of the Empire there was therefore a large pro- 
letariate without any prospect of ever liberating ^emselves 
from abject poverty. They lived in the midst of<flfmuch larger 
population of slaves, conquered in the inte^inable wars or 
purchased in the great slave markets of the East. High above 
this ignorant and debased multitude a small oligarchy, refined, 
but for the greater part egoistic and utterly immoral, roUed in ' 
senseless luxiyg/^ for the satisfaction of which the provinces 
were fleeced and finally completely ruinec^ 

The majority of the Roman citizens had fallen so low that 
it was only the name which distingsished them from the un- 
fortunfite slaves ; and they had neither the moral nor the 
intellectual strength to emancipate themselves, much less their 
fellows in misery, the slaves. When the wars ol conquest 
ceased there was a gradual decline in the supply of slaves, and 
during the breakdown of the Empire, accompanied as it was by 
a rapid economic dedine, the m^ority of the poor citizens 
became gradually mixed up with the large slave population 
in that nation in bondage which ^one encounters in the first 
centuries after the barbarians had taken possession of Italy 
and the rest of the Empire. 

• Siavery, with its brutalizing influence upon society, was no 
doubt the main cause of the decline and fall of the Roman 
Empire. But if at that period the industries could have reached 
to a high rate of ypapit^jation, this would in all probabiUty 
have led toHhe gradual abolition of slavery, bedt^wc onlyjg p / 
and well-paid*iaboitr ^ efficient 
I 
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Among the ancients the dominating idea was the omnipotence 
of t^e State. The liberty of the individual is an idea which the 
Celts and Germans brought with them at the period of the 
Idigration of the Nations. They also had serfs, taken in war, 
but these were comparatively few. The members of the tribes 
or clans, into which the j[lelts and the Germans were divided, 
were freemen. 

The idea of freedom was not new, for the glorious Greek 
civilization was founded in the free republics of the mother 
country and in the equally free colonies, and the Romans had 
a goddess whom they called Libertas. But both in Greece and 
in Rome freedom was ^ political conception. It referred to the 
organization of the Stato, and the liberty of the in^«»idual as 
now understood was almost unknown to the adcients. It is 
characteristic that one of the meanings of the Latin adjective 
liber is free citizen in contradiction to the state of a slave. 
Not only the numierous slaves, but also the poor who formed 
the vast majority in the ancient states, had no influence and 
therefore also very little reayiberty. 

How great is the difference between liberty, as the ancients 
understood it, and the fierce spirit of personaljceedom among 
the old Germans, is i)est realized by a study of the old Norse 
Sagas in comparison with* the grand harmony which breathes 
through the ancient literilture. 

When Augustus had founded his Imperium on the ruins of the 
Republic, in the fulness of time as the Bible says, Jesus Christ 
was preaching the Gospel of Love and the brotherhood of men. 
These are not only the purest and greatest thoughts which have 
ever been expressed, but they were revolutionarily new, and in 
many ways quite subversive of the civilizations and political 
systems which had previously existed in the world. 

The Grseco-Roman civilization of the Augustan era was 
undermined by the demoralization and depravity of the few 
for whose benefit it had been created, and in spite of its imiversal 
character it was totally unfit*to absorb and assimilate th^ew 
and radical ideas— the personal freedom of thfe individual and 
the brotherhood of all men. These were as new wine in old 
bottles, and they must eventu^y ^vour^hat cycle, of ideas 
wa^M soul of the ancieiu social organization. 

But massive strength in th( Roman Eiflpire, the final 
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outoome and most perfect representative of the civilization 
ctf the ancients ! It took nearly 500 years to break it down, 
and before it fell to pieces it had set its impress indelibly on the 
new culture which was to take its place. The barbarians who 
overturned it had become more or less Romanized, but they had 
purchased at a high price their civilization, such as it was : the 
freedom of the individual had all but disappeared, the simple 
teachings of the Galilean had become crystallized into a Church 
monarchy, and in the countries which had been parts of the 
Empire the majority of the people “had sunk down into a villan* 
age which was not much better than slavery. 

The great store of knowledge which Jiad been accumulated 
by the upcients was almost scattered^ to the winds, and a new 
civilization Hhd to be slowly created. Rome was nearly de- 
stroyed, most of the cities which had once been douQshing were 
ruined, and in Western Europe the industrjj^had almost 
completely disappeared.^ Mankind was o|^ged to go back 
to the primitive mode of satisfying its wants, viz. to produce 
in the household practically ever^hing which was to be used 
in the family. Money was extremely scarce, and when rates ^ 
of wages are ogggigionally recorded from the early Middle Ages 
they seem quite incredibly low. « 

Under such miserable conditions it was not to be expected 
that the common people would be aWe to improve their dreary 
lot ; they seemed to be there only to be ill-treated by their 
lords, who were hardly less ignorant than the poor ^victims of 
their tyranny. 

It was international trade which gave civilization a new 
start, and a home in the cities orttaly. South Germany, and 
Flanders, where the growing wealth created a new leisured# 
luxury-loving aristocracy who leitmt to appreciate art and 
literature. Through Byzantium and the Arabians the Italians 
became acquainted with the ancient literature, and that wonder- 
fol €kpansion of the human mihd, the Renaissance, was the 
result. ^ 

Scientific investigations were resumed, and at the end of the 
Middle Ages rationalism<ince again, as in Greece, taught man 
to disregard%uthority«in his search for truth. A l^j^entwlidl^ 
of the writinft of adbients and of the Arabttus. and ce* 

i • 
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searches into surrounding nature, prepared the way for a great 
number of inventions of the utmost importance. The inventimis 
of the sextant and the compass were destined to )ielp the ex- 
plovers in the fifteenth century to find the way to India and 
America. The great accumulation of knowledge which has 
taken place during the last few centuries, and the rapid dis- 
semination of new ideas which is so characteristic of modem 
civilization, would not have been possible if the printing press 
had not been invented. Like so many gther epoch-making 
ideas, the art of printing Was invented piecemeal. Wooden 
plates, on which the words of a whole page were engraved, 
had long been in use for printing, and it was this which sug- 
gested to Gutenberg t\ie*idea of using blocks on which each 
letter was separately carved. This idea, which t# tfs^seems as 
simple as Columbuses egg, has effected a transformation of 
human civilin^on. 

The industrie^i^ere resumed and made the accumulation 
of wealth increase. The skill of the workmen grew, and many 
improvements were gradually introduced in the industrial 

• processes. The smelting of Iron was improved by the use of 
better and larger hearths. Wind and water mills were largely 
introduced ; the silk ^dustry was transplantect to Italy. 

At the time when Columbus landed in America the civiliza- 
tion of Western Europe had therefore been greatly developed, 
and it was already richer than the ancient culture : it contained 
more ideas* and many which were more fmitful than those which 
were known to the contemporaries of Augustus. In a great 
many directions human ability had become more highly de- 
veloped, and the prospects ci^further progress were much better. 
• But in one very important respect the civilization which meets 
us at the beginning of the i^odem era was not much superior 
to that of Rome. As in the Grasco-Roman period, knowledge 
and culture were the privilege of a few, and the majority of 
the peasants and of the industrial labourers remained very fooT^ 
ignorant, iemd superstitious. There were two worlds which 
had hardly anything in common : the upper classes, who had 

• all the sunshine of life, and the lowir classes, la cam\fk^ who 

beAhankful when they lad anything to eat. The 
Mult wa^mt the civilization of the lew begame ki many ways 
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artificial, and those who enjoyed it egoistical mid nantKW- 
minded, while the common people werf ignorant and too often 
disgustingly, coarse and brutal. The causes of this unsatis* 
factory and unfortunate trend of evolution were partly political, 
but mainly of an economic nature. The majesty of the State 
was a conception which the rulers of Western Europe found 
fully developed in Roman law, and by degrees they established 
in all their countries a despotism under which theoretically only 
the Sovereign was^,a free and independent man. He was 
compelled by the necessity of obtaining servants to give the 
aristocracy a certain latitude, but the common people were 
absolutely subject to his will and whims. Many circumstances 
helped tte monarchs to place the nations in fetters, but they 
would not jCiawe borne them so long as they did had not the 
majority of the people been powerless because of their poverty. 
The causes of this poverty were the same as in ^cient Rome. 
The rural population had been for the greater Jmrt deprived of 
the ownership of the land, and in the industries the low rate of 
capitalization kept wages down. 

The giant whi^ will ultimately liberate the majority of 
mankind, the labouring classes, from tjie yoke of poverty, 
and from political and economic tyranny, had not yet grown 
strong enough for the task. Tho name of this gvint is 
Capital. 

The discovery of the New World and of the sea route to India 
did not at once bring the lower classes of Europe much benefit. 
Upon the whole these discoveries did not immediately produce 
such a great change in the conditions of our continent as most 
people, who judge by<the final resets, are perhaps inclined to 
believe. It brought wealth to the adventurers, and the posses« 
don of the American silver mines g^ve to the Habsburg dynasty 
the wherewithal to strengthen their despotism. But the new 
order things gradually changed the trade route of the world, 
^nct^iis eventually shifted the centre of international commerce 
tern the Mediterranean to the Atlantic. During the time of 
Queen Elizabeth were laid the foundations of the mercantile 
pfedom^nce of England upon which has been built, in the 
course of three eentu];|ies, the world-embracing Eo^ioe otiiSSK^ 
Britain and Breland. 
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I must again emphasize that it is only by intemationid trade 
that great capital accumulations are possible in a state of society 
where production is still carried on at a low rate pf capitaliza- 
ti(»i. For fear of not having been sufficiently explicit before, 
1 {nust explain that it is because it is possible to employ a large 
capital in the foreign trade, when one ship may take in one 
journey a great quantity of goods, that a large profit is also 
obtainable, whereas the industries, being carried on with simple 
and inexpensive tools and infplements, dyl not give scope for 
the investment of a great capital, and on account of the low 
wages labour was not efficient. Consequently the turnover 
was relatively small, and the annual profit did not amount to 
very much in companscvn with the income of the merchants 
who carried on the foreign trade. ^ 

England, which had been mainly an agricultural country, 
began her in(^strial evolution at about the same time as she 
entered upon MiHi^odem commercial career ; but the industry 
was mainly a domestic industry carried on in the houses of the 
labourers, and without motive power of any kind. The manu- 
facturers were not obliged to invest much money in works and 
machinery ; the simple tools which were used—a smith’s anvil, 
hammer and tongs, spinning wheel or a weaving loom, and 
so on — ^belonged as a rul4 to the workpeople. The so-called 
msinufacturer provided the finishing works, which were not 
expensive, and his capital was mainly required for procuring 
the raw materials, and for keeping the necessary stock of the 
finished j|^roducts. The production was extremely limited 
in proportion to the number of workpeople, when compared 
with the output of modem factories, because nearly all the work 
was still executed with human muscular energy without any 
mechanical motive power. 

The trade between Europe and the Far East had previously 
followed very indirect and expensive routes, and when the 
ocean routes could be used the saving was so great that the 
goods could be sold much cheaper than before, and yet^eayp 
an enormous profit to the English traders and their Dutdi 
rivals in the seaborne commerce. In the long run the English, 
having the best geographical situ^t^, succeeded in obtaining 
in the oversea trade, whic^ soon yielded a great 
and rapyi^increasing income. Th4 stability df the English 
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political institutions and the insular isolation of England which 
prevented foreign attacks, greatly favoured the accumulation 
of wealth, w;hile the Continental states were constantly dis- 
turbed by devastating wars. 

The trade between Europe and the other continents h|d 
remained within a very narrow compass, and was mainly 
restricted to expensive luxuries, as long as it was carried on 
overland or via Egypt and the Red Sea. For the first time in 
the history of the wiorld an international trade with the Far 
East and other oversea markets, comprising cheap commodities 
in large quantities, had become possible, and the nascent in- 
dustries of England received thereby a great impetus. The 
modem evolution of England is due ta-tHe constant interaction 
between intfciynational commerce and the industries ; the 
Lancashire cotton industry is a typical instance of their mutual 
interdependence. Liverpool was exceptionally j|ell situated 
to receive the products of North America, am^^ which cotton- 
wool soon began to play an important role. This gave rise 
to an industry which in a short time assumed comparatively 
large proportions, because an ever-increasing market for the ■ 
cloth was foun ds in the Far East as well as in other countries. 
The cotton industry flourished partly because it was unfettered 
by the guild-like regulations which were an inheritance from 
the Middle Ages in several of the oli'er branches of industry. 
Both manufacturers and workpeople in the “ cotton-wool 
industry became in the course of a few generations very efficient, 
which tended to facilitate the efforts of the exporters t6 increase 
the trade in the products. 

But it was not only in the manufacture of cotton goods that 
the English excelled ; ‘-the textile industry flourished in most 
of its branches. At one time England had exported its wool„ 
to be used by the Flemish manufacturers, but afterwards the 
woollen industry of England had been so much developed that 
the home-grown wool was hardly sufficient. The constantly 
growiftg demand of the export tede for industrial products 
caused an increase of the population in the industrial districts, 
but wages remained low because no fundamental change in in- 
dustrial (.organizatiiTii toolJ place. The industries remained 
domestic indtistries, frpm which low wages and si^ead^^ing^g^y 
to be inseparable. 
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Such were the conditions in the commerce and industries 
of England about the middle of the eighteenth century. By 
that time the demand for industrial products for export had 
giown to such dimensions that it had become very difficult 
to cope with it, and how to increase the output was a problem 
of the most vital impo^ance. Allured by the hope of high 
reward, a number of men with imaginative brains began, almost 
simultaneously and in different branches of industry, to try 
if it were not possible to invent means by which the industrial 
production might be increased. 

In the course of their history the English have shown that 
they possess to an exceptional degree the faculty of induction. 
A number of industrial inventions were made in the^ears from 
1760 to 1829 which have completely changed ^e material 
conditions of human existence. It is not an accident that most 
of these inventions were made by compatriots of Bacon, New- 
ton, Hume, AdShp Smith, Darwin, and Lister, or Shakespeare. 

The iron industry had always been dependent upon the supply 
of charcoal, and in England ^t had shifted from Sussex because 
its forests had been consumed, to Shropshire and the Forest 
of Dean, where both iron ore and wood for its smelting abounded. 
From the sixteenth century, however, attention had constantly 
been directed to the problem of how to substitute coal and coke 
for charcoal in the diffetent processes of the iron industry. 
Many men had in vain worked on it, but a solution of the diffi- 
culties was gradually approached, and the family of Darley 
were finally able to obtain practical results with the new process. 
The turning-point in history of the iron industry was in 1760, 
in which year the Carron Iron Works were established, with blast 
furnaces for smelting iron ‘with coal, *or rather coke. The 
progress of this new process was, however, not very rapid before 
1790, when the steam engiifc was first employed for producing 
the blast. In 1796 the output of iron was nearly twice as large 
as it had been eight years previously. 

Cart of Gosport made two’ important inventions. In*l79« 
he obtained a patent for a process to make wAught iron from 
pig-iron with coal in an open healhtj^and in the following year 
he obtained a patent for rolling ioas, instead of hammering 
hfW^eviously been done. • 

The ncjjiraast furnaces ijade Jthe iron Mlustry jpdependent 
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of the supply of wood. The iron works of Wales, which had 
been abandoned long before for want of fuel, were resumed 
because there were waterfalls for producing the blast. Later 
on, when steam engines were introduced, the iron industry 
became independent also of waterfalls, as blast furnaces could 
be started wherever the presence of iijon ore and coal made it 
convenient. Very important centres of industrial activity 
developed in the South of Scotland, in Wales, and the North 
of England, at placei which had previously been almost un- 
inhabited. 

The increasing demand for fuel caused the first serious 
efforts to be made for creating a cheap inland communication. 
The Dukeiof Bridgewater constructed In 1761 and the following 
years two canals near Manchester ; and, these paying very well, 
the example was followed in other parts, and soon a network 
of canals was created all over the country. Shojfely afterwards 
the highroads were also improved, which led wa great increase 
of the inland traffic with a corresponding fall in the cost of 
transport. 

The spinning of fibres was done with the hand spindle up to 
the year 1530, when Jurgen, a German, invented the spinning- 
wheel. This was the simple and ine,xpen9ive implement which 
was still used by the cotton-spinners of Lancashire ; and the 
carding was done by hand, until Ric‘hard Arkwright, a barber 
by trade, adopting the ideas of various older inventors, produced 
a complete set of machines for roving and carding, find, using 
old patents which had lapsed, he erected in 1771, at Nottingham, 
a cotton-spinning mill which was driven by horse power. After- 
wards he used water power at his new mill at Crawford in Derby- 
shire. * ^ 

In 1775 Crompton invented another spinning machine called 
the “ Water Mule.” It got this naftie because it embodied the 
ideas of the first attempt at a spinning machine made by Paul, 
which had 250 spindles and was driven by mules. By the help 
6f tfe water mule it became possible to spin such fine yam that 
it might be used for producing muslin. After the introduction 
of these invention^ roving Girding, and spinning were concen- 
trated ifii mjjls, and it was only the weaving which for some time 
still remained a domestic jndustry. 

The result of these happy innovations was to’S^cfe an un- 
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dreamt^of impetus to the cotton industry. The only limit to 
the increase of the output was the restricted supply of water 
power, and the anxiety on this score was removed when the 
steam engine was introduced in the mills. 

• Newcomen’s primitive atmospheric steam engine, patented 
in 1712 , was extensively^ employed for pumping water in mines. 
In 1768 James Watt improved it by inventing the steam slide. 
At first the use of this engine was restricted to mines, but in 
1782 an engine was suppiled to Arkwright for driving his 
spinning mill. Although* the industrial utilization of steam 
power was at the beginning rather slow, the number of steam 
engines in use in Gre^t Britain and Ireland in the year 1810 was 
computed at not less than 5 , 000 . 

The introduction of machinery was not so rapiffln the woollen 
as in the cotton industry. In the sixteenth, seventeenth, and 
eighteenth centuries the possession of the raw material had 
given Englanc^ractically a monopoly of the woollen industry. 
But towards the end of the eighteenth century there was great 
anxiety as to the future supply of wool, for the production of 
wool in England was supposed to be declining, whilst the con- 
sumption constantly increased. In 1797 some Spanish merino 
sheep were imported by Captain Waterhouse to Australia, 
where the quality of the sheep was thereby greatly improved, 
an(Hsheep farming on \in extensive scale was soon begun. 
Captain McArthur is mentioned as the first “ squatter.” The 
importation to England of Australian wool, which was 190,000 
lbs. in 1820 , had reached in 1826 1 , 000,000 lbs., and in 1828 
twice as much, while the quality steadily improved. 

Between 1790 and 1792 Edmund Cartwright perfected 
machinery for carding woifl, and a sorhewhat similar machine 
• was invented by William Taplis. The workpeople who were 
engaged in the woollen industry, fearing loss of employment, 
tried to stop the use of machinery by riots, and petitioned 
Parliament against it, but without success. Spinning of 
wool by machinery was, however, delayed, because 8 hand 
implement, the “Jenny,” had been universally introduced, 
and did good work. But Benfhqnn Gott of Leeds introduced 
machine spinning, and in a sh^ time\;he mill production 
pmestic spinning industry. ^ * 

Calict^dmting was on^ of the crafts^ which the Huguenots 
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had introduced into England. The printing was done by 
hand with small engraved wooden blocks. This laborious 
process was replaced in 1785 by the invention of printing 
from engraved cylinders. • 

• 

These and numerous similar inveijjtions of machinery to 
replace handwork, and the use of the steam engine, which was 
introduced in all branches of the textile and other industries, 
killed the domestic industries, Itnd caused the industrial 
production to be concentrated in the fcig modern manufacturing 
towns, and there was an enormous increase in the producing 
capacity of the British industries. The^ wealth of England, 
due to her Nourishing international trtide, was great enough 
to make it po^ible to raise capital for the many costly manu- 
facturing establishments which were started, and the export 
trade was able to find an outlet for the produ^, no matter 
how fast the output was increased. ^ 

But at the beginning of this industrial revolution the inland 
communications did not keep pa(j^ with the rapid increase 
of the industrial population and production. Traction on 
wooden rails had long been used in the mines and iron works. 
The planks were afterwards strengthened by nailing iron plates 
on the wood, but the wagons were driven by horse power. 
The idea of using in a modified form ftie newly-invented Steam 
dngine for traction on such rails occurred to several inventive 
brains, but the great honour of having successfully majierialized 
this fruitful idea belongs to George Stephenson, who first 
introduced steam traction on a mining railway, Stockton- 
Darlington in 1828. The project of building a regular railway 
for steam traffic was iVell received^ and Parliament gave its 
permission in 1825. The aim of the promoters of the first* 
railway line was to obtain a better fnode for the transport of 
heavy goods, and they do not seem to have had any idea of 
the great speed which might be attained. Stephenson, who 
had won the prize which was offered for the best engine, did 
not himself expeA to reach more than fourteen miles per hour. 
The opening ceremony of^^ Liverpool-Manchester railway 
in 1880 made a de^p impoession on the public mind by the 
very great possibilitiefs of the railway engine, 
modest begiiping, nldbty yearij aga railway constfC^^n has 
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been going on in every part of our globe at an always acceler- 
ating rate ; and in the year 1912 the railways of the world had 
reached the stupendous length of 1,081,488 km., or about 
27 times the length of the equator, representing a capital 
gutlay of, probably, considerably more than £10,000,000,000 I 
The man does not exist who has imagination enough to grasp 
fully the meaning of th^ese figures. 

The first ship "which was driven by steam power was the 
tug-boat Charlotte Dundas fcn the Clyjie in 1808. Regular 
steam ferry traffic was first opened on the Hudson River 
between New York and Albany in 1807, but further progress 
was at first rather slow. It was not before 1820 that steamers 
were used between Dublin and Holyhead, and it was not before 
1888 that the first transatlantic voyages welre attempted. 
In 1835 steamers ran regularly between Bombay and Suez. 
Since 1860 the steamship tonnage has grown at a constantly 
increasing raiN In the year 1912 the tonnage of ocean-going 
steamers in the world was not less than 30,500,000 tons 
register. 

In the evolution of mankind there are two epochs that 
overshadow all othe,rs by the far-reaching consequences of the 
innovations which were introduced. The first of these is the 
^perifld when man learnt to use metals. 

The second period covers the seventy years between 1760 
and 1830, i.e. from the first great mechanical inventions in 
the second half of the eighteenth century, and until George 
Stephenson had started the first railway train drawn by a 
steam engine. 

It is not too much to say that the revolution in the material 
condition of human life which has been caused by the great 
industrial inventions and^he complete change of our mode of 
communication, is so thorough, that the chasm which divides 
us who live to-day from all previous generations can be com- 
pared with no other fundaihental change than the one which 
consisted in the substitution, some 6,000 yehrs ago, of metal 
for stone as the material for tools and implements. 

The nineteenth century has gn^erally ^)een extolkd as the 
“ of inventions,” and most people think* that nothing 

so mai^i^lilous has ever begn ac^m^hsh^ ; but lips is an error 
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and a very great exaggeration. The inventions of la^ century 
were certainly many, ingenious, and far-reaching in their 
practical consequences. But they must be considered as a 
direct continuation, amplification, and improvement of those 
truly original productive ideas which had been conceived in 
the last decades of the eighteenth and^the first decades of the 
nineteenth century. 

Let us pause for one moment to consider the matter some- 
what more closely. That a waterAll might be used as a source 
of power had been known for centuries. Waterfalls had long 
been employed where the power might be used directly-— for 
instance, to drive flour mills, hammers in^ron works, and, since 
the middle ^the sixteenth century, to drive saw mills. It 
had also bera observed that heated water was a force ; and 
the primitive Newcomen contrivance, though it could hardly 
be described as a steam engine, had been in use ip mines since 
1712 . For thousands of years it had been kr^Sro that there 
were forces in nature, but except using the wind for propelling 
ships, and the isolated use of waterfalls and Newcomen’s 
machine, nobody had dreamed of tne possibility of harnessing 
these forces. Production, upon the whole, continued to be 
carried on with human muscular energyt as the only source 
of power until the time of the many English inventions at the 
end of the eighteenth century. 

The new idea which was conceived simultaneously by a 
number of imaginative men was this, that a power^ which is 
generated at a given spot, and which moves in one direction— 
for instance, the rotation of the driving axle of a water wheel- 
may be transmitted to other places by the use of suitable 
gearings, and that the* motion mrfy be transformed, also by 
the use of suitable gearings, so that other motions than the* 
original one at the source of power inay be generated ; as, for 
instance, when the rotation of the mill axle is transformed 
into straight movements which ^o backwards and forwards, 
o» the^ motion may be made slower or faster than that of the 
generating powef . 

Transmission and distrijivi^on of energy from a natural 
source of power, a^d trazvsformation of the direction of the 
morions which are caused by this power, were afl ^h wmrere 
needed for f^ladng^uman piusqplar energy inT^uction 
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by tbe energy of natural powers. The materialization of this 
idea required, however, an imaginative effort which allowed 
the inventor to conceive the thought that the movement of 
the human hand in the industrial manipulation of the raw 
materials might be imitated. Precisely in the textile industries 
\he movements of the hand and fingers of the operative are 
exceedingly small, of Vjhich anyone may satisfy himself if he 
will watch a woman who is spinning with a spinning-wheel, 
or a person who weaves ^n a hand-loom. In all essential 
points, machine production, whether^ carding, spinning, or 
weaving, consists in giving the raw material movements which 
are identical with those which are executed in handwork. 
The energy transmitted to matter or the movements of the 
raw material being the same, the work do^, whether by 
machine or hand, has the same kg. x metre value. The great 
saving of labour which is obtained by the use of machinery 
is due to thi^^i^circumstance, that the human labour is reduced 
to feeding the machine with raw material and watching the 
operation, while the natural power does the actual work 
through the machine, and^turns out as much work as a number 
of hand labourers could execute in the same time. 

Particularly in the beginning of this inventive epoch, when 
there were no previous examples or analogies to guide the in- 
v^or, it required imagination of a most remarkable degree, 
combined with the keenest faculty of observation, to conceive 
a novo the many mechanical contrivances which were necessary 
to give^the various parts of the machinery just those small 
and complicated movements which were required in order to 
obtain the desired motions of the raw material. The first 
machines which were constructed yrere clumsily designed, 
if we compare them with the newest and most perfect machines 
of the same class. Thi^ cannot cause surprise ; it is, on the 
contrary, very remarkable how frequently it happened that 
the first inventors were able to hit upon designs which have 
been retained in all essential points to our own day. • 

To us, who have grown up surrounded liy machinery ot all 
kinds, and who have seen r^ways and steamships from om 
earliest infancy, it requires strcsjgest effort to realize 
th||^i^little more than 150 ye&rs ago none 4>f tliese things 
exist^d^ to picture to ourselves what the conditions of human 
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were without them. We have grown to that ’extait 
aooustomed to tiie use of machinery, that whenever drcum- 
staiices occur in which mechanical operations may suggest 
themselves as^ desirable, and no existing form of machineiy 
can be used, we consider it the most natural thing in the world 
that an engineer is commissioned to design a machine for tlus 
specisd purpose. t 

There was nothing in their surroundings which as a prototype 
could suggest to those great pioneers who inaugurated the era 
of machinery how th^ forces of nature might be harnessed. 
They had to conceive the idea of its possibility out of their 
own consciousness. 

By materializing this idea they cre^tfed a new and most 
powerful stimiilus in human evolution, just as that being did 
who shaped the first crude stone axe, or the Stone Age man 
who first hit upon the mixing of copper and tin by which he 
obtained a previously non-existing metal — ^bro^e. 

The men who invented spinning machinery, the steam 
engine, etc., had not the many advantages which are to-day 
available to an inventor : technical education was practically 
unknown, and natural science was little developed in com- 
parison with what it is to-day. No doubt they experienced 
many disappointments and disheartening failures during their 
experiments. But it must be remeipbered that they ^|pod. 
oh the shoulders of the two hundred generations which had 
lived and worked and died since the metals were introduced. 
An immense store of knowledge had been accumulated*in those 
6,000 years, the reasoning faculty had been greatly developed, 
the convolutions of the brain had increased, the number of 
ideas, simple and complex, which ^together constitute civili- 
zation, had grown enormously. It is no detraction from the 
honour which we owe these great invejrtors to say that it would 
have been quite impossible for them to amceive the idea of 
madune production if they had not been surrounded by 
innumerable products and ideas which were an inheritance 
frofai, ami a result of the labour of, humanity during the pro- 
oedmg thousands of years. ^ must, in f^t, say that these 
inventions were som^ of tSe endless consequences of the 
introducti&n ot the use of metals. ~jl 

^Die immediate pj^cal consequences of thd^^ wf 
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maeMnery, driven by natiiral power, were no doubt mudi 
greater than those which followed directly upon the discovery 
of metals. But let anyone who glories in the achievements 
of.our own time begin to ponder over that mystery in the 
evolution of our race, the original discovery of bronze, and he 
will, perhaps, become a little more modest in his praise of 
modem progress. It is when pondering upon this mystery, 
and keeping clearly before our mind’s eye that this discovery 
was made by the Stone Age ^an, that an understanding begins 
to dawn upon us of how the ideas, conceived by individuals, 
have irresistibly determined the evolution of human civilization, 
but also of how slow this process has hitherto necessarily been. 

• 

The number of ideas which in their combination constitute 
the civilization of each epoch has been constantly growing, 
and evolution may therefore become more and more rapid ; 
but an ideal civilization requires a harmonious development 
of the various ideas which together form its subject-matter. 

As regards the technical conditions of human existence, 
there has been a greater chfcnge between the years 1700 and 
to-day than the change, great as it was, when mankind entered 
from the Stone Age into the Bronze Age ; but political and moral 
evolution have hardly ke^t pace with the transformation of 
wair^^aterial conditions* There is particularly one great 
field of human relations, that of capital to labour, or employers 
to employed, where the necessary readjustment to fit in with 
the materfal revolution has not yet been completed. Humanity, 
when entering upon the age of machinery, took over as an 
inheritance from the past the deeply-rooted conception that 
the majority of mankind existed mainly in order to serve a 
fmall minority, the aristocracy and the capitalists. The 
production of plums was Aot so great but that the few thought 
that they must keep them all for their own mouth; and the 
most curious thing about it is, that the many did not seriously 
think of disputing the justice? of this arrangement. • 

The production of g<x>d things has been so much enlarged 
that everybody can get a fair shl^e when there is a just division. 
The great conflict which has bee|^ shaking society diying the 
three generations has been concerned with' the 
principles >/hich are in future to geveiiuthis distribution of 
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the products of human labour. This conflict has frequently 
assumed forms which remind one of the struggles between the 
patricians and the plebeians in Rome ; but this is, I am con* 
vinced, only a passing feature, and upon the whole the re- 
adjustment of the social conditions has proceeded much more 
peacefully than might have been anticipated, when the magfii- 
tude of the problems involved is/ considered. Everything 
points to an evolution which will eventually do away with such 
worn-out distinctions as patrici^s and plebeians, or, to use 
a modem expression} upper and lower classes: 

In all past ages the possession of capital gave the owners 
the privilege of making the masses produce luxuries for them, 
and because of the low rate of capitalization the employers 
were under «o compulsion to pay wages higher than just suffi- 
cient for the labourers to exist. 

To-day, perfect machinery has increased the productivity of 
labour so much that the output cannot be jionsumed except 
by the millions, and the sum of capital which is invested per 
labourer is so large, that the rate of profit would have dwindled 
almost to the vanishing point iflthe efficiency of labour had 
not increased many times in the course of the last century. 
Moreover, as there is only one means of securing efficient 
labour, viz. the payment of adecfuate ’wages, the economic 
conditions of production have coippelled employers p^ 
constantly advancing wages. 

As the rate of capitalization will increase automatically, this 
is a guarantee that wages will advance still furflber, corre- 
sponding with increasing efficiency. In this way the growth 
of capita will finally emancipate the masses from that poverty 
to which they have-rin all prevjpus ages — ^been doomed. 

In spite of occasional disturbances, and the ignorance, pre- 
judices, and passions of both ei^ployers and labourers, the 
rationalistic tendencies of modern technical and economic 
(xmditions have already done wonders in the direction of trans- 
formmg our social ideas. • 

The future will belong to those who are able, industrious, 
and economical, not to tho^ who, by a mere accident, have 
inherit^ wealth of politico power. 
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The English inventions of power machines and the steam 
engine, which ushered*ii^a complete revolution of the productive 
methods, were made on the eve of the French Revolution. 
This upheaval and the twenty years of the Napoleonic wars 
which followed, threw Europe into political and economic 
turmoil. Althqpgh England took part nearly the whole time 
in those wars, she was able, thanks to her insular position, to 
continue her industries without interruption, and in spite of 
many drawbacks British Jbreign trade flourished. On the 
Continent, on the other hand, there was hardly a country 
which was not, at one time or another, the seat of actual opera- 
tions of war. While* England could carry on a very profitable 

those countries ^hich would under more favourable 
circumstances have become her competitors in industries upon 
the new system, were so weakened or well-nigh ruined that 
they weri compelled to buy manufactured goods from England 
instead of attempting to rival with her in producing 
them. 

For a long time England^ therefore, became the sole manu- 
^facturcf -of the world, not only because nearly all the most 
important inventions haJi been made here, but quite as much 
because the political and economic conditions of this period 
deprived the Continent of the means of following the example 
of England. * • 

A few facts are sufficient toishow how completely the othfcr^ 
countries were prevented from taking part in the industrial 
development which set in with ^ill force'* in the British Isles. 
It tofll^ven in England, some time before the ateam engine 
gftmf into general use, but it is computfid that in 1810 &ere 

I ' IW 
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were already 5,000 in use in the United Kingdom. In Prussia 
the first steam engine was started in the mining district of 
Westfalen as^ early as 1788, but the next did not come before 
1822, and it was not before 1880 that steam engines became 
general in that country. About 1810 there were only abojit 
200 in use in France. From these figures one must conclude 
that power machines and the new^ industrial methods were 
only very slowly transplanted to the Continent. 

When peace had at last been foncluded, in 1815, it took a 
long time before the'^dosses of thef long war period could be 
made good ; and at the time when the Continental countries 
had become financially strong enough, so that they could at 
last begin to think of adopting the English methods of produc- 
tion, about 1830, they had not at their disposal the easy means 
of transplanting new industries which are now available. 
Technical schools did not yet exist, and there were not at that 
period such a large number of engineering fi/ms to apply to 
as there are to-day. The British manufacturers were jealous 
of anybody whom they feared as a possible competitor. A 
hundred years ago England was, ft*elatively more than to-day, 
the mistress of the oversea trade. This secured ever extending 
markets for British manufactures, which would not at once 
have been open to Continental manufacturers. 

England had thus a start in the fnodem industrial sap*! ^ 
which all the odds were on her side. One may say without 
any exaggeration that British industries did not meet competi- 
tion, worth speaking about, before about the mid&le of the 
nineteenth century. It was not before the marvellous develop- 
ment of the German industries which has taken place within 
the last thirty years,* that the British manufacturers began 
to feel seriously the competition of a foreign rival, 

f 

Because Great Britain and Ireland were thus, during two 
or nearly three generations, practically alone in the industrial 
field uader modem conditions, it' is not more than what might 
liave been expected that the new social problems in connexion 
with the industrial production first presented themselves in that 
country^ ' ^ 

A review S}f the six thousands of years, from the htfinning 
of the Metid Age tQ.i*1760, gives 9 ne an impression fa if the 
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methods of production had remained almost stationary during 
this long succession of years. It was only at very long intervals 
that the methods were changed, and that new tqols or imple- 
ments were invented. It is characteristic that the hand- 
spindle was not replaced by the spinning-wheel before 1580. 

1 must again lay stress upon the fact that during this long part 
of the history of mankind there were not introduced methods 
of production, except in the mining industry and agriculture, 
which required the investment of a great fixed capital in tools 
or implements. It is of the utmost imf^ortance to remember 
this because of its bearings upon the wage question and the 
entire status of the working population. 

This stability completely disappeared after the introduction 
of power machines. In the period of about 150 years which 
have since elapsed there has been a never-ceasing restlessness 
in the industrial world. A new method of production has 
scarcely been invented and put into practice before it has been 
replaced by another and still more improved one. The manu- 
facturing firms who in previous periods might require primitive 
mechanical appliances geneAlly had them produced in their 
own establishments with the help of their own artisans, or 
the village blacksmith was requisitioned to render his assistance. 
The only branch of the engineering art which could lay claim 
T!onsidered scientific! was practised by the officers who 
built fortifications, roads, and bridges, or the architects who 
were entrusted with the building of large churches or other 
buildings of unusual size, which presented special difficulties 
in their construction. 

As soon as a demand sprang up for complicated machinery, 
engineering became a distirct professicxi. At the beginning 
of th6 e^h those manufacturers who succeeded in inventing 
or acquiring a new and advantageous machine no doubt tried 
to keep it secret, and to prevent competitors from learning 
its use. But this attempt soon failed, mainly because it was 
necessary to employ engineers to produce the machineiy, and 
these had the greatest interest^in making the^new inventions * 
as widely known as possible, to obtain as many customers for 
such machines as they could. Wjereas Arkwright |ind the 
other dl^inal inventors had had as a rule no educlition in the 
science Of mechanics, and |lo previous Wining or experience 
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in the art of designing or constructing machinery, so that their 
original machines were often clumsy in the extreme, the en- 
gineering firqis which were established became experts in their 
particular trade. Working hand in glove with the industrial 
manufacturers, they were soon able to introduce great ijn- 
provements, both as to design and workmanship, in the 
machines of various kinds which they were commissioned to 
execute. It was not long before they began to bring out new 
and improved machinery on th“ir own initiative; thereby 
they became a distinct and very important factor in the cease- 
less industrial progress which has been so characteristic of 
the three last generations. ^ 

After the idea of using power machines, and mechanical 
appliances gfenerally, to save labour, had been conceived, and 
had been materialized in some of its applications, manufacturers 
and engineers had their eyes opened, and every process of 
manufacture was closely scrutinized to see if there were not 
room for changes and improvements. 

In the textile branches weaving with hand-looms continued 
to be a domestic industry for some time after the carding and 
spinning had become concentrated in big factories. But after 
many attempts the power loom wa^ invented ; in the cotton 
industry it became a success in the year 1822, 

Perhaps the iron industry has benefited more than any-otte 
branch of industry by restless scientific investigations and the 
practical enterprise of the nineteenth century. Let njie mention 
a few of the most important improvements in the iron and steel 
manufacture. In 1828 Nelson obtained a patent for the 
use of heated blast, instead of cold blast, in the blast 
furnaces, which inveifcion was firjt utilized in the Cl^ de Iron 
Works. The Bessemer method, the joint accomplishment of 
Sir Thomas Bessemer and the Swe((ish iron master Goranson, 
dates from 1856. The Siemehs-Martin open hearth steel 
process was introduced in 186?, and the Thomas-Gilchrist 
i^plicStion of the Bessemer process to phosphorous iron 
-in 1879. ' / 

By these and many minor improvements which have been 
from time to time introduced, the production has been increased, 
labour has-been saved, the consumption of coals other 
raw materii^ls has be^ reSluced. In Great Britain and Irriand 



THE TRAUSITION 150 

the consumption of coal per ton of iron has been reduced, accord- 
ing to Mulhall, thus : 

• 

Ton of coals 
per ton of pig-iron 


1796 




. 6*0 

1806 


\ • 


. 5-0 

1840 




. 8*5 

1870 




. 81 

1875 



. 2-5 

1882 




. 2-2 


At the present time^it probably does not exceed 1 ton. The 
world’s production of iron was given by Mulhall in tons thus : 

1830 I860 1870 1871-80 1882 

1,468,000 4,280,000 10,550,000 14,280,000 19,820,000 

In the year 1^13 the world’s pig-iron production amounted 
to about 77,000,000 tons, of which the United Kingdom, the 
United States, Germany, France, and Belgium, produced 
68,500,000 tons, or about 9vf per cent, of the whole. In 1913 
the production in the United Kingdom reached 10,500,000 
tons, while it had in 1740 only 59 iron works with an average 
production of only 294 'tons, or altogether not more than 
tons ! i 

These isolated examples must suffice to give an idea of the 
feverish activity and the great achievements in this branch of 
industry, which may be considered as an indication of what has 
gone on, more or less, in all branches of industry, through the 
imagination of the inventors and the shrewdness of the industrial 
manufacturers. « • 

, MflChmery changed completely and at once the conditions 
of employment, killed th?domestic industries, and concentrated 
the industrial production in great towns. There was a rapid 
growth of the wealth of the country, greater probably than had 
occurred in any previous periid of human history. BuUigainst 
this great gain must be set tha terrible sufferiAgs to which thSs^ 
transition subjected the labouring classes. 

England possessed at the end the eighteenth century a 
compawtively large industrial population which ’dad acquired 
conside|able skill in their T^rious tr&desi* At all times an^ in 
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all countries labourers in the domestic industries have be^ 
badly paid, and England was no exception to this rule; al- 
though daily^ wages were considerably higher than in other 
countries, they were very low when measured by the modem 
standard of wages. , 

Machinery seemed at first destined to cause a further serious 
deterioration in the lot of the Britjsh working classes. The 
machines only required careful attendance, and no previous 
skill or experience was needed ; ^ even a child might, it was 
supposed, tend a maV-hine. The Capitalists who started the 
new mills could thus obtain very cheap labour, because they 
were not compelled to employ skilled artisans. The children 
of the labourers became the most dangerous competitors of 
their parents. It has been common to ridicule the English 
labourers for their futile attempts to prevent the use of 
machinery. But from their point of view this opposition 
was quite rational ; the era of machinery at first brought the 
working classes of England very great hardships, which lasted 
during the first and a great part of the second generation after 
machine production had become general. 

There would be much better cause for severely condemning 
the callous and short-sighted egoism of t|;ie capitalists in their 
dealings with the working classes during this trying period. 
In their excuse it must be said thai they did not, any 
than their labourers, understand the new principles which were 
involved in the change which was taking place in the relation 
between capital and labour. This ought not to cause surprise, 
for they stood on the threshold between two epochs in the 
evolution of our race, and did not comprehend the changes 
that were coming. * 

Up to this time it had been accepted as-ssvuixionfilS!^ l^^e^y-^ 
body, including the working classed themselves, that human 
existence was so arranged that it was the lot of the many to 
toil for the benefit of the few. There had been occasional out- 
bursts ^>f rage, when the conditi^^ of the masses became, from 
vone cause or another, exceptionally bad, but in the past ages 
nobody dreamt of a time when it would be possible for the whole 
nation tp live in fairly cpmfortable conditions. It was not 
in irony thAt Adam Smith constantly used the esBpKSskm^ 
the labouring poor, iMpeifidng of t])e working classes. 
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It would have been more than human, if the new class of 
capitalists who started the mills for machine production could 
have taken another view than the one which had the sanction 
of thousands upon thousands of years. They considered them- 
selves justified in buying labour as cheaply as possible, and to 
obtain this they employed child labour extensively and without 
the slightest remorse. % 

The manufacturers had not yet grasped the fundamental 
difference between labour an^ worky and were tied to the time- 
worn illusion that if only ’the daily pa^ to their workpeople 
were low enough they also got their work cheaply done. Dur- 
ing centuries the State had attempted to regulate wages in the 
different branches of industry. This system of State inter- 
ference had been renewed just after the era of machine produc- 
tion had begun. The Combination Act of 1799, with amend- 
ments in 1800, confirmed the old and very unjust principle in 
English law which made all attempts on the part of the working 
classes to combine, in order to obtain higher wages, punishable 
as a crime. As a rule, these Acts do not seem to have been 
enforced, but severe sentences were occasionally passed, e.g. 
against the scissor grinders of Sheffield, 1816, and the calico 
printers of Bolton, 1^17. Thus these Acts tended to intensify 
the feeling of misery and abject helplessness which lay like a 
•nightmare over the lower classes. 

The almost universal view of the relation between capital 
and labour which was at the bottom of these and similar enact- 
ments, received full confirmation from the science of Political 
Economy as it was taught by a number of prominent English 
writers at the end of the eighteenth and in the beginning of the 
nineteenth century. 

Mtftnua^^d fiUaida^ere in agreement on these two hypo- 
theses : (1) that the power of the earth to yield food is narrowly 
restricted ; it may be increased by the use of greater capital 
and more labour, but the yieW will be on a diminishing scale in 
proportion to the increased A^ns of production ; and p) th^t 
the population of a country ^ls a tendency to increase more* 
rapidly than the food supply; there is^ therefore always a 
dmiger of over-population and mis^. 

At about the same time James Mill propoundSl his wages 
theory, ^cording to whichr circumstance detempie the cate 
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ol wages with which the labourers must be satisfied, and which 
they cannot get advanced by any effort on their own part. 

The theories which these writers had propounded became the 
view of all educated and well-to-do Englishmen. About fifty 
years after Malthus, Ricardo, and James Mill, Stuart Mill 
published his standard work, Principles of Political Economy, 
in which he stated the law of wages thus : 

“ Wages (meaning, of course, the general rate) cannot rise 
but by an increase of the aggregate funds employed in hiring 
labourers, or a diminution of the competition for hire ; nor fall, 
except either by a diminution of the funds devoted to paying 
labour, or by an increase in the number 0/ labourers to be paid.” 

The employers could not wish for a better defence when they 
opposed the demands of the labourers for higher wages or 
otherwise improved conditions. But the social and industrial 
evolution of England during the last fifty years of the nineteenth 
century was destined to demonstrate that the**famous iron law 
of wages was nothing more than the empty offspring of the brains 
of a few very clever men who did not fully understand the new 
world in which they lived. Their law of wages has, however, 
caused permanent mischief, for it was upon this unstable 
fundament that Karl Marx built jiis q/iasi-scientific system 
on which modem socialism still rests. 

The new machines increased production so much, that if 
there had at once been established so many mills tfjiat all the 
labourers who were previously engaged in the domestic in- 
dustries could have been employed, it would not have been 
possible at once to find a market for such a great quantity of 
products. The saving of labour due to the improve d mac hinery 
resulted, therefore, in temporary loss ^^l^melffToPlrtarga 
number of the working classes, and this misfortune was in- 
tensified by the extensive use iif the mills of children and un- 
skilled labourers instead of skilled workmen. 

, This evil consequence of the Production of machinery wouM 
**have been to some extent allevi^ed if that part of the industrial 
population which w/w thrown out of work could have found 
temporary or permanent occupation as farm labourers in the 
country, dut at that serious juncture in the history ofifin|^and 
tint safety-valve didHot exist. Niver has the United j^ngdotn 



suffered greater detriment from those unjust land laws which 
hiO^e made a privileged few the owners of nearly the whole of 
the soil of these beautiful and fertile islands. « The freehold 
or yeomen farmers, who had once been the mainstay of England, 
had almost completely disappeared in the course of centuries, 
and owing to the prevalent practice of entailing the land of the 
aristocratic families, wh(^ could not personally cultivate their 
extensive estates, it had become the almost universal rule that 
the actual cultivation was iij the hands of tenant farmers. The 
uncertainty of this form of tenure pre\»^nted such an intensive 
cultivation as would have been possible if the land had been 
split up in a large nuipiber of freehold properties, which would 
have happened if the System of entail had not prevented it. 
There can be no doubt that if England had possessed a numerous 
class of small freehold farmers at the time when machinery 
increased the industrial production, the food production of the 
country would 'have increased pari passu, and a large number 
of labourers would thereby have been attracted to the country 
districts. But the low pay and bad housing of the farm 
labourers, both at the beginning of the nineteenth century and 
to-day, is a standing disgrace to the British nation. 

Not only did the English land system prevent at that critical 
moment a migration of the labouring population into the coun- 
but the landlords w^re also the owners of the land upOn 
which the towns were built. When these began to grow rapidly 
as a resplt of industrial development, the landlords availed 
themselves of the opportunity to exact from the working popu- 
lation enormous rent for miserable slums, and the manufacturers 
did not exert themselves seriously to save their labourers from 
being thus fleeced. 

•* landlords, Parliament repeatedly 

passed com laws which created an artiflcially high price for 
wheat ; and during the Napibleonic wars, when there was no 
importation, the landownem earned large incomes by the rise 
of the rent. To prevent a fall of the price after the cdhclusipn 
of peace, it was enacted that (he importatioiTof wheat shouNk 
be prohibited unless the price went abpve 80s. per quarter. 
The cost of living was thus floreased for the poorly-paid 
worldly population in the interests of a small class of ri^ 
landlpi^. 
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In order to raise sufficient income to pay the interest upon 
the enormous debt which had been contracted during the long 
war period, everything which successive Chancellors of the 
Exchequer could think of was taxed, and the list of customs 
duties comprised many hundred articles. This indirect taxa- 
tion lay as a crushing burden upon the working classes, who 
had no voice in the matter, being wit];LOut the franchise. 

Under this burden of excessive taxation, and the vexatious 
obstacles to international trade ^which the customs barrier 
presented, it was impo^pible for trade and industries, even with 
the help of the new inventions, to prosper or to increase rapidly 
during the first years after the peace of 1815. And in 1887 
a severe financial crisis broke out, followed by a set-back that 
lasted for several years. 

All this time the working classes suffered terribly. Employ- 
ment in the factories was still insufficient, and daily wages 
remained low. The condition seemed fully 4x) confirm the 
assertions of political economists that the labourers must be 
satisfied with the wages which circumstances determine, and 
while they had little money to buy,*every article of consumption 
was made artificially dear by the enactments of successive 
Parliaments. 

I • 

The first thirty years of the nineteenth century was therefore 
a very dark period in the history of the British working classsa; ■ 
but although they were outside the pale of the Constitution, 
having no vote, they had learned as Englishmen to^abide by 
the law, and they hoped to win their rights by peaceful agitation, 
The new capitalist class, the owners of the industrial establish- 
ments, who rejected the old-fashioned ideas of State regulation 
in the industries, wished to remove all obstacles to the free play 
of capital in industrial evolution. 

labelled the Manchester School, had their own interests as their 
foremost aim, but they were at the same time also in sympathy 
with changes which might give the working classes, to which 
many of them had previously longed, greater freedom and 
^dependence. In 1824 the Combination Acts were repealed, 
and the first trade unions were formed. In 1882 the Reform 
Act was^MWsed, and in 1^89 the Anti-Corn Law League was 
established. * In the teeth of the most determined opposition 
Sir Robert Pjel carried, in*1846, th^ abolition of the cdfn diity» 
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and the United Kingdom of Great Britain and Ireland entered 
upon her career of free tirade. 

In the emancipation of the British working classes from the 
yoke of poverty and the tyranny of the capitalists, which is 
not yet completed, and which is greatly retarded by the in- 
grained vices, shortcomings, and ignorance of the working 
classes themselves, the trade unions have played a very im- 
portant rdle. The early history of the British Trade Unions will 
for ever be a shining examp^^ of what plain men of the people 
can attain when they follow common seaSe as their leading star. 
It was the growing strength of the unions which gradually 
taught the unwilling .masters that their workpeople had also 
rights. 

But while fully recognizing the great achievements of the 
British Trade Unions at a critical stage in the modem industrial 
evolution, this must not blind us to the predominant fact that 
the change through which human relations are passing has not 
come about by the will and exertions of individuals as much 
as through the inherent forces of materialized ideas. When 
the idea was once expressed and materialized that the pro- 
ductivity of labour may be increased almost indefinitely by 
taking natural forces#into Jthe service of our production, a new 
and irresistible ferment was added to the evolution of our race, 

* no^ human power can stop its action from shaping the fiiture 

course of our civilization. Willingly or unwillingly, we must 
all follows direction which was determined when Arkwright, 
Watt, and the other epoch-makers conceived the idea of machine 
production. 

^ The object of all the impiovements ifhich have been made 
Th machinery Wreie u^er mechanical appliances which were 
successively introduced into the mills, was to save labour; 
and there is probably no brandh of the manufacturing industries 
in which there has not beenjsome saving, while in many the 
cost of production, or, what craes to the same thing, th^labo^r 
cost, has been reduced to a mere fraction of w^at it was at the* 
beginning of the machinery era. With the reduction of the 
cost of production has been, pari pa$m, a corresponding fall in 
the selling price of the different commodities, which is generally 
mueh Idwer than it was d hundred yfars ago.t The phce 
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of the finished commodities would, however, have been much 
lower than it actually is if it had beeh possible to reduce thiB 
cost of the production of raw materials to the same extent as 
has been practicable in those manipulations to which the 
raw materials are subjected in the manufacturing industries. 
The inventive genius of the nineteenth century has also been 
directed towards finding means for, changing and improving 
the methods in the production of raw materials. Agriculture 
has benefited by the great progresi^ of chemical science, and the 
United States have shipwn the way in introducing machinery 
for cultivating the land and for gathering the crops. Great 
improvements have been made in the s^ection of seed, in the 
rearing of cattle, etc. But although the price of cereals and 
of meat, etc., has gone down since the great importation of 
American produce began, there has not been such a great 
fall as in the cost of the manufacturing industries. Similar 
remarks may be made as to the cost of producing minerals 
and their selling price, and all other kinds of raw produce. 
They have not become so cheap as might have been expected, 
partly because it has not been fl>und practicable to effect a 
very great reduction in the cost of their production, and partly 
because many raw materials have obtained a scarcity value, the 
consumption having grown more rapidly than the production. 

The cost of production and the seeing price of the finished- 
commodities do not therefore, as a rule, show a reduction, 
compared with 150 or 160 years ago, which fully r^ects the 
great reduction which has taken place in the manufacturing 
cost. Let us suppose that the cost of spinning one pound of 
cotton yam with the spinning-wheel was equal to the cost of 
the raw material, and let us call bo^h 100, or say, that one pound 
of yam cost, before the introductiqp^-wWfcRHlrgf spiiBilfljfr 
machine, 200. If we further suppose that Arkwright’s first 
primitive machine reduced the ctost of spinning one potmd of 
yam to one-half of that of hand-spinning, and that the manu- 
facturifig cost has afterwards horn four times reduced by one- 
the spinnihg cost would on this supposition have been 
reduced to 8-1 against 100. If the cost of raw cotton has 
during the same time noh been reduced more than from 100 
to 60, the cost for raw material and spinning of one pound of 
yarn will be (educed ffbm lOO -|- lOt, or 200, to 60 -f 8-1#^ 66*1« 
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There has been an unbroken chain of improvements in the 
methods and machineiy, by which the, cost of spinning one 
pound of yam has been constantly reduced. The selling 
price has also constantly fallen, and the profit oA one pound of 
jotton yam has consequently also constantly declined. If 
we suppose that I am right in assuming that the profit has a 
tendency to be one-half of the saving effected by the improve- 
ment which was last infroduced compared with the previous 
method, we get the same table as on page 80. 


Coat of spinning 1 lb. cotton yam ^ 


Profit 

With spinning-wheel 

100 

— 

„ first spinning machine . 

50 

25 

„ improved „ 

25 

12-5 

„ further improved „ 

12*5 

6*25 

j> j» It • 

6-25 

8*12 

II II II II • • 

812 

1-56 


This, let it be observed, is the profit of the manufacturer 
each time the same sum of hj^our is spent in conjunction with this 
machinery, 

A spinning- wheef may* to-day be bought for twelve to fifteen 
shillings. The original , spinning machine of Arkwright was 
a very primitive implement with four spindles only,* but it 
was much more complicated and expensive than the simple 
spinning-wheel. Since the day when the original spinning 
machine was ready for use, engineers have been constantly at 
work on the improvement of the spinning machinery. The 
cost of producing machines has been^much reduced, like the 
of praijjf^ti^^ in other branches of industry. If this had 
not been the case, the^ost of the beautiful and highly compli- 
cated roving, carding, and ^pinning machinery which one sees 
in a modem spinning mill, would have been very much higher 
than.it actually is. But iA spite of the great reduct^n in the 
cost of producing machines, due to the progi;gss of engineering, 
the capital investment of the spinning mills has stea(9iy 
increased. « 

A spinning-wheel cannot at one* time be usedj^y Inore than 
one person, and as it can b| bought for twelve to fifteen shillings, 
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p 

this mod^ sum reptesents the rate of capitalization, or the 
capital per labourer, as long as this primitive method of pro- 
ducing yam is still used. 

A modem spinning mill may employ hundreds or thousands 
of labourers of various classes. Some work on what we mighj; 
call the producing machines— the self-actor or spinning machine 
for instance — some in the power plant, some are outdoor 
labourers, and so on ; but the number of labourers which each 
mill can employ is strictly determined by the number and 
character of the machines and the ither equipment of the mill. 
If there are 100 labourers, all told, and the capital which has 
been invested in the mill amounts to ^ Kr.100,000, Kr.500,000, 
or Kr.l, 000,000, the capital investment pet labourer is Kr.1,000, 
Kr.5,000, or Kr.10,000, and it is as if each labourer worked with 
a tool which represents one of these sums. The capital divided 
by the number of labourers gives us the rate of capitalization. 

Some persons might think that the improvement in the 
engineering art should tend to reduce the rate of capitalization. 
But this is an erroneous view. In the first instance, the aim 
of engineers has been to construct their machines so that they 
can be tended by a smaller number of labourers. Even if the 
cost of the machine should go dowil, the capital per labourer 
goes up when the number of labourers employed on the machine 
is reduced. As a matter of fact, the machines have not become 
cheaper than before, because they are so much more perfect, 
and their production therefore represents much more^ labour 
than before. Of this anyone may convince himself by looking 
at a new railway engine and comparing the same with an old 
one. 

Modem machines are^ cheap in one sense, when one takes 
their workmanship into consideration, J^uJ^jUjCjUMpresentf^" 
much greater capital than the plain machines at the opening 
of the machinery era. In some branches of industry the cost 
of Hie machines has increased enormously. Some of the newest 
and bigg^ paper-making mawnes, for instance, cost 
Kr*^,000 or more, and on these mg machines only a foreman 
two or three assistants in each shift are employed, making 
a rate of capitalization, 'calculated on the paper machine itself, 

^ ^ Kione. It il more convenient to leave these round numbem than to 
ahaiigB tiMm into eqi^vafents. See^ote to p. 118. e 

♦ » 
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as high as Kr.d0,000 or Kr.40,000 ; and if the entire capital 
investment in a paper mill and all the labourers are reckoned, 
the rate of capitalization is at least Kr.10,000. , 

But even if the producing machines had become cheaper, 
viiich I have shown is not the case, the tendency of the engineers 
and industrial manufacturers has been to introduce mechanical 
appliances of all kinds, and machinery of a subordinate character 
in all parts of the mill : cranes, lifts, railways, machinery for 
preliminary treatment of raw materials, sawing mills for 
making cases and boxes, printing works, etc. etc. All these 
things represent money ; they help to reduce the cost of the 
production, but they ^Iso contribute largely to increase the 
capital which must be invested in the mill. 

It would be very interesting if it were possible to collect for 
one or more branches of industry reliable data on which the 
rate of capitalization at different periods of the machinery era 
could be calculated. In the spinning industry the rate of 
capitalization was, when the spinning-wheel was still in use, 
Kr.l2 to Kr.l5 ; to-day, in the most up-to-date mills, it probably 
reaches at least Kr. 5,000, and there are many branches of 
industry with a rate of capitalization of Kr.10,000 or more. 
I will assume that in the*spinning trade the rate of capitali- 


zation has grown as follows : 

• 

Fixed capital 
per labourer 
Kr. 

The spinning-wheel .... 

15 

Arkwright’s original spinning machine . 

100 

Improved „ „ • 

. 800 

B.Second,UT]yDroyement . * . 

. 900 

Third „ .... 

. 2,700 

Fourth „ .... 

. 8,100 


It is immaterial for the dedi'4ptions which I am going 4o draw 
whether the actual industrial evolution has* approximatcjji^ 
been as these figures would indicate, if it be conceded that the 
cost of production, the selling pri9^ and the profit per unit 
of the production has, as a matter of fact, constdhtly faUen, 
and is now very low in comparison ^witk 150 ye^rs ago, %nd 
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if it be farther conceded that this fall has been accompanied 
by a constant increase of the capital^invested, through which 
the rate of capitalization has now become very large in com- 
parison with what it was when the era of machinery began. 

There has been a movement in opposite directions : a co^i- 
stant fall of the sum of profit which can be derived from the 
quantity of commodities that can be produced with the same 
sum of labour, and a constant increase of the capital which 
earns this profit ; and the consequence must have been that 
the capitalists of England at an early stage in the industrial 
evolution found themselves under an economic compulsion 
to try, by all means at their disposal, to get more work done. 

In the pre-machinery age the labtfur problem was easily 
solved ; all that the capitalists had to do was to engage more 
labourers. Under the conditions of domestic industry, these 
provided, as a rule, their own tools; and as the population 
increased in proportion as the opportunity of obtaining employ- 
ment, wages remained low, and rose, if at all, only very slowly. 
But when a capitalist had invested £1,000 or £10,000 in a cotton- 
spinning mill, he could not set mfere laboijrers to work on his 
machines than they were constructed for. The only way of 
getting more work done was to cpmpe^ or to induce the 
labourers, who were engaged in the mill, to do, individually 
and (pUectively, more work than before. 

The first idea of the manufacturers was to enforce excessively 
long hours of work, and the necessity of obtaining en^oloyment 
compelled the working classes at the commencement of the 
machine era to submit to almost any conditions. It was 
during these years of great hardships that the British working 
dasses, with necessity# as their relentless taskmaster, learned 
how to do their work in an industrial mill wdir LittlflHeqf 
little, the difficulty of obtaining employment lessened somewhat, 
because there was a constant addrtion to the number of indus- 
trial establishments. Economic jiprogress was irregular, for 
it was €requently interrupted by commercial crises, due to 
4^er-8peculatioif Periods of good employment for the working 
classes were followed by periods of slack trade, general unemploy- 
ment, apd much distress^ But nothing could permanently 
check the iiffiustrial development of the country ; and slowly 
butiSurdy (he conditioif6 of labour improv^. This was 
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partly due to the persistent efforts of the trade unions, who 
had learned to use strikes as a formidable weapon. 

But it would be to form an altogether erroneous estimate 
of the influence of the trade unions upon the &rly evolution 
(jf the British industries if one were to judge them mainly by 
the results of strikes. The unions did a much more important, 
though less easily perceptible, service both to their members 
and to the industries, by the organization and education of the 
various trades which they comprised. By almost imperceptible 
degrees, the “ skilled ” labourers beyime conscious of their 
own status, through the action of their unions, which not 
only demanded rights of the masters, but also insisted upon 
the duties of members towards their fellows and their masters. 
This education of the British skilled labourers through their 
trade unions, which they had formed unaided, and which 
were directed by themselves, became a powerful factor in the 
economic and political evolution of the country. The manu- 
facturers of Great Britain and Ireland have, to a very large 
extent, come directly from the ranks of the working classes. 
It may therefore said tlfat the unions, in their early days, 
educated not only their own members, but their masters as 
well. Thus fellow ^feelii^g between masters and men, much 
more than the strikes, paved the way for a gradual improvement 
of wages, hours of labour,^nd the conditions of labour generally. 
That the relation between masters and men by degrees was 
changed, and became more human, was a new example of the 
well-known Anglo-Saxon capacity for self-government. 

System as the outcome of abstract deductive speculations 
does not come natural to the British temperament, and there 
was probably not a single JBritish mEtnufacturer who, at the 
HRUddle of la&t century, carried out in his own mind a reasoning 
similar to the one I have attempted above, viz, that the weight 
of capital compelled him ta pay higher wages in order to get 
Tftore work out of his lab<Airers. But the masters of those 
days were, like their successors of to-day, “ a shrewWot,” and 
they knew their men. Without any theory they could 
that they could not earn much money unless they could get 
more work out of their machi^os, and to obtain, that end 
they felt that they must make it worth the while 6f their hands 
to exert themselves. A grddual ris^ of wages caz^e as a n^tuml 
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tmAt ^ common sense, and a compromise between masters 
and men. In penning these lines 1 haVe in my mind the mmiy 
keen Lancashire manufacturers whose acquaintance it has been 
good fortune to make. 

It was, however, the misfortune of British industry that 
jaece wages, instead of day wages, were introduced at too early 
a stage, before either the masters or^the men had experience 
enough for this innovation. This circumstance is at the present 
moment the cause of a temporary set-back of the progressive 
movement, not only in ^England, b\it likewise in many other 
countries. 

The constant increase of the rate of ^capitalization finally 
compelled the manufacturers to be on the look-out for a more 
rapid increase in the efficiency of labour. And to replace time 
wages with a system of piece payment presented itself at an 
early stage of the industrial evolution as a very obvious ex- 
pedient. The manufacturers calculated the cost of production 
by dividing the output by the daily wage, and offered the 
labourers to pay them so much per piece ; but both parties 
to this contract overlooked the fact^hat theicfficiency of labour 
was still very low. Under the stimulus of the piece payment 
the labourers soon turned out two,, threp, or four times as 
much work as they had done before. But when the manu- 
facturers saw how much the labourers could earn in a day, they 
at once reduced the piece payment sufficiently to bring the 
weekly earnings down to a sum which they considered reason- 
Me, So low had the efficiency of labour previously been that 
the working classes were able to bring their weekly wages, 
on the reduced piece payment, up to considerably more than 
the time wages had previously amcyinted to ; and after a whil: 
there was therefore a new reduction in the pieces payrndinT^ 
followed likewise, in due course, by better earnings. It is 
dear that if this sort of thing couH have gone on indefinitdy, 
the daily wages of the working clLsses would not have ris^ 
nmdi abov>e the low level from which they had started, but 
tcykm as much the labourers would at least have been forced 
to overtax their strength in order to do sufficient work. 

This tendency was, however, not allowed to run its loU 
oimiie; two*'forces were opposed to it: the trade unions* 
the enli^tened sel^inUr^ of the more intelligent imonf 
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the employers* Most of the strikes in the last twenty^five to 
thirty years have been fbught upon piece-wc^k rates. 

I have had an opportunity of watching at close quarters 
the evil consequences which are apt to follow if piece payment 
i) substituted for daily wages at a too early stage of industrial 
evolution. In Norway a number of cellulose mills were 
established after 1890. ^As there were generally no manu- 
facturing establishments in the localities where these mills 
were started, they had for the greater part to engage what 
might be termed crude lal]()ur, viz. fjrm labourers or others 
who had no previous experience in factory work, and whose 
efficiency was therefoiy very low. As a consequence, the out- 
put of these miUs pA labourer was for some time small. 
Most of the managers became impatient, and soon introduced 
piece pajmaent, with the result that workpeople who had not 
at all a fatiguing kind of labour, and who had served no appren- 
ticeship or learnt anything, except what they had picked up 
in the mill in the course of a few years, earned as much as, 
or more than, for instance, compositors in a printing office 
who have to pass through aA apprenticeship lasting a number 
of years. Not satisfied with such relatively good wages, 
there was a few ye^trs ago a serious strike in the cellulose 
industry because the trade unions demanded stiU higher 
piece rates, while the efficiency remains comparativeljs low. 
One big foreign mill continued to pay daily or weekly wages 
with the object of gradually educating their labourers before 
introducing piece payment, and it would have been better for 
all concerned if this example had been followed by the entire 
trade. 

Piece work should not be introduced before the efficiency of 
the labourers has reached a fairly high point, when the men 
and their masters both know pretty accurately how much 
work an average man can turn out in a day without overtaxing 
IShself. But when a rate It piece payment has once been 
fixed iq>on in a bargain, where both sidesare fully converthntwiA 
the conditions of the work, it should not afterwards be altered an 
long as there is not a change in conditions of work. It u 
the lidxNir cost of the piece, and not the daily earnings of the 
labourer, which is material to the onployer. If tne rate hai 
been so*flxed that it does Hot give tm average labourer neae 
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than a fair daily wage, it is an ^extra gain to the m{doy^ 
when some or many of his labourers hre willing to work with 
more than average energy, or are able to increase their 
efficiency so Ibhat they earn more money in a day than the 
average in their class. The output of the mill is thereby 
increased, and the profit becomes more than proportionately 
larger. 1 remember having once re^ of a man who reviewed 
the conditions of the cotton industry of Lancashire. He said : 
“ When I hear that the weekly wages of the labourers in a 
particular mill are higji, I am ptetty sure that that mill is 
doing well financially ; but if there is a mill where wages fall 
below the average, I am always sceptjpal about its manage- 
ment.” 

This is an obvious truth ; provided the rate of piece pay- 
ment is so adjusted as to give an average labourer a fair daily 
wage, it is the true rate, and any attempt on the part of the 
employers to press it below this point must be characterized 
as an attempt to steal something which is rightly due to the 
labourers. Conversely, if the labourers try by compulsion to 
enforce a higher rate, it is an att^pt to oheat their employer. 
In the long run all such attempts, whether by the employers 
or the labourers, are injurious to bpth parties, and therefore 
defeat themselves. Properly fixed rates which are allowec 
to exert their influence upon the energy and efficiency of th< 
labourers, without any sort of undue interference either fron 
the associations of the employers or the unions, • will giv< 
the labourers the highest ^ily earnings and the employers 
the greatest annual profit. 

But this was not understood at the time of our grandfathers 
during the hundreds* of preceding generations, experienc< 
seemed to have taught the employers that if only dail) 
wages were low enough, and the overseers did their duty witl 
sufficient severity, the cost of uroduction must also be low 
For a long time the employen of the nineteenth centH^ 
sttemptod to press down the cost of labour by continuali] 
i^udng the piece payment, until at last an average labourei 
BOttld not thereby make a fair daily wage. 

The Greek deity Nemesis was supposed always to overtaki 
eriule, but she frequently came so late that the punishment fel 
upon the inpooent. Thh^ myth cAatains a deep truth*; in th< 
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evolution of society it very fre<|iently happens that the mis- 
takes, or egoistical wrdng-doings of one generation, are not 
corrected or punished before the next or some still more 
remote generation; and thus it almost invari&bly comes to 
p^ass that the retribution for the faults which have been com- 
mitted falls upon innocent people. 

This is precisely what is happening nowadays in the relation 
between employers and labourers. It has at last been re- 
cognized by the most intelligent of the modern employers that 
they must allow their labclirers to earn good daily wages, if 
only they can get honest work in return ; but the opposition 
which the labourers and their unions were at one time com- 
pelled to raise against* unjust and short-sighted employers 
who were trying to take undue advantage of the labourers, 
has gradually created a strong movement among the labourers 
for a reduction of work and a rise in payment. This ten- 
dency, which has occasionally carried the working classes into 
downright shirking of their duties or systematic laziness, which 
has been nicknamed in English “ ca’canny,” or to sabotage 
as practised on th| Continent, and the like outrages, is a 
natural reaction against the unwise action of our grandfathers 
among the employers. It apparently punishes the employers 
of to-day, but in reality it is society at large, labourers and 
employers alike, who suffer under the consequences of car- 
dinal mistakdis in the past, in the matter of fixing the piece 
payment,* 



CHAPTER VIII 

THE INDUSTRIALIZATiqN OF THE WORLD 

The “ Technical Idea ’* Dominant 

Industrial production with the use oV power machinery on 
the English system was introduced in all countries of the North- 
West of Europe at about the middle of the nineteenth cen- 
tury. The development was at first rather slow, but since the 
Franco-German War the movement has gained, from decade 
to decade, an ever-accelerating momentum, and at the pre- 
sent time practically the whole of Europe, as well as North 
America, has been completely industrialized — in the modern 
meaning of this word. In this great social and political as 
well as economic revolution, England, the United States, and 
Germany have been the leaders of the world, brilliantly sup- 
portqji by the inventive genius of*Francc, and also assisted 
by the efforts of many other countries. 

Civilization has always progressed in proportion as^new ideas 
have from time to time been created and previously existing 
ideas have been developed. The new and fruitful stage to 
which humanity has reached in the course of the last 160 
years is no exception tp this general law. Modern industrialism 
rests upon the technical idea which has prompted man con- 
stantly to search for new laws of nature, in order to place the 
powers of nature under his control, and to utilize more and 
more completely in the producl(<ve processes these poweiwf 
place oiJ^uman muscular energy. 

The beginniilg of this epoch was made in England by a 
number of remarkable but technically uneducated men, who 
invented by a stroke of gjenius a series of machines. Each of 
these invefttions appeared to themselves and their contem- 
po^E^es as w isola^ piienomeiKin ; and when othes nations 
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wished to start similar industries? they knew no other way of 
doing so than to acquire English machines and to learn in 
England how to use them. It took time befoje it was dis- 
covered that the construction of machinery may be reduced 
to general mechanical laws. But during the subsequent in- 
dustrial progress, new machines and new methods of produc- 
tion were constantly invented, and to an increasing extent 
the invention, or, at all events, the perfection of machinery, 
became a special trade of engineering firms. 

In the earliest engincerirJg works, ^t the beginning of the 
industrial epoch, machines were made for a number of quite 
distinct industries. Because the engineers thus had to design 
many different kinds of ^machinery they discovered empirically 
that several fundamental principles of construction are common 
for all classes of machinery. Having surmounted a par- 
ticular difficulty, when dealing with one class of machinery, 
engineers gradually learned to make use of their experience 
when called upon to design other classes of machines. This 
particularly applies to the British engineering works at the 
beginning of last century ; and the world is indebted to them 
for a great number of important improvements of the original 
machines, and many new technical inventions. The system 
which for a long time prevailed in England, of education by 
apprenticeship, was for its 'time a very good one, although it is 
in our days of scientific technical training customary to look 
upon it with much contempt. 

The North Americans, living in a vast and very varied 
country with enormous natural resources, but sparsely popu- 
lated, were placed before a special problem. The scarcity of 
labour made it essential to iheir industrial success to invent 
machinery and methods of production by which human labour 
could be saved to a much greater extent than was possible 
wh en using the first Englisl; imported machines. Their sur- 
^^SBftdings were such as to quicken their imagination. They 
therefore soon entered upon that phase of daring^echnical 
innovations which still so greatly characterizes the inhabitanfes 
of the United States. Nothing is more natural than that that 
country, which is still only at the beginning of the utilization 
of her enormous wealth of raw materials, should nave shown 
to the rfest of the world the way in st»rtilig industries on vast 
12 
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scale, proportionate to her enormoiyi natural resources. In 
the iron trade especially, which has become at present td a 
much greateriextent than ever before the basis of all industrial 
development, the Americans have been the pioneers in the art 
of building blast furnaces, steel works, and rolling mills of -a 
gigantic size. It is not an accident that American machine 
tools at one time were considered superior to all others — and 
in many specialities still are the best — or that it was the Ameri- 
cans who first proved that it was j^ossible to drive, for instance, 
paper-making machines^much faster than a man can run. The 
standardization of industrial production is another important 
American contribution to technical im^ovement and cheapen- 
ing of industrial production. They do not hesitate to spend 
a large additional capital on a machine when an alteration of 
the design makes it possible to save, if only one man, in the 
productive process. They “ think mechanically,*’ as they ex- 
press it ; and thereby they have in many directions succeeded 
in so designing their machinery, and arranging their produc- 
tive methods, that they have been able to undersell in some 
industrial branches all their competitors, *in spite of the high 
daily wages which they are compelled to pay for labour. Al- 
together the Americans are “ business ‘men ” in everjrthii]^ 
they undertake, and their engineers have been judged by the 
hnarteial results obtained with the machines, not by their 
theoretical education. 

For a long time the United States were amon^ the best 
customers of industrial England. At about the time when 
the farmers of Europe began to wail over the American wheat 
competition, the English manufacturers also began to get 
alarmed at the serioiTs competition from the States, to which 
they were in certain branches unexpectedly exposed. But 
at that time — about 1875 to 1880 — not even the most far- 
sighted could have dreamt of the possibility that Gem^y 
might in a very few years beedme a dangerous rival toHme 
proud potion jvhich Great Britain still held as the cl^ef manu- 
teturer of the world. The fact that this has nevertheless 
beccane a stem reality in so short a time is due to the German 
tecognitioiv thanks to their sound theoretical technical train- 
ing, that the technical idm under^es the whole of the wonder- 
fill' industrial modem^’evolution. 

ft 
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I 

What is this idea ? It is the belief, which entirely governs 
modem thought, that all natural powers can, and ought, and 
must be taken into the service of man, and thak all industrial 
problems, however much they differ in every respect, may be 
reduced to this simple formula : how may human labour be 
saved ? In order to find the answer to this question it is 
necessary to study previously known laws of nature more 
closely than before, and to discover new ones ; to study the 
sciences of chemistry and physics. By a combination of 
these scientific studies, ana an equally scientific observation 
of the nature of the various industrial processes, it has been 
possible to conceive i)hlEit we are able to harness, and thus 
make subservient to our will, all the powers of nature, if we 
only use the requisite rational mechanical means. 

The original English inventions of power machinery appeared 
isolated and accidental. The Germans were the first who re- 
duced the invention of new and better machines, new and 
better methods of production, to a scientific system, in which 
each improvement is followed as a matter of course by a 
second, a third, and an infinite number of further improve- 
ments. 

^In accordance with th^ characteristics of the English race 
the original inventions of machinery, which mark the beginning 
of the industrial epoch, were made in the empirical-inductive 
way. The Germans have likewise followed their national ten- 
dency wh*en Hey have treated the industrial problems more 
after the deductive method. Both of these methods are useful 
and have indeed been essential to the progress of mankind ; 
but at a certain point in the course of evolution the deductive 
method is the more efficieift. An imaginative brain may 
dbcasionally anticipate development by an ingenious inven- 
tion ; but after a certain stage of industrial development has 
W^reached, further progress follows on the application of 
the accumulated and systematized knowledge whic^ called 
Science. • • 

At fir^t the English did not fully understand the charactff 
of the competition which they began to experience from Ger- 
many, They were inclined to sneer contemptuously* at the 
“ cheap jand nasty ” p%ducts which them from 

across the North Sea. But it ^as not lon^befoife they were 
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compelled to recognize that a very serious danger threatened 
their industrial supremacy. Conservative as they are, it 
took some time before they would acknowledge that they 
were losing ground because scientific technical education had 
been neglected in England. But it is also charaeteristic of 
the English, that when this mistake had been acknowledged, 
they set to work most energetically to remedy the short- 
coming. Shortly after 1880 a number of special universities and 
technical institutes were establisljed in different parts of the 
country, mainly founded by private donations. In each 
locality the particular trades of the district were given a 
prominent position in the curriculum o^the school. Great stress 
has been laid upon giving these schools a broadly democratic 
basis, by admitting as evening scholars a large number of 
young people who cannot afford to attend in the daytime. 
There are now in Great Britain and Ireland seventeen splen- 
didly equipped universities for teaching applied sciences, and 
about 300 technical and commercial schools. These univer- 
sities are very thorough in respect of the scientific education 
which they give their students, but moie practical in their 
organization than the German schools. They wdll tend greatly 
to strengthen England in industrial competition. 

The German example of giving the youth a sound technical 
education has been followed during the last generation in all 
advanced countries, particularly in the United States, and this 
general scientific training of the future leaders of thd industrial 
army is bound to exercise a very strong influence upon the 
industrial and commercial future of our race. 

The advent of Germany in the arena of international in- 
dustrial competition Mias therrfore had an influence like a 
strong reagent in a chemical solution ; it has set forces in 
motion the like of which the history of human civilization 
had not previously known. 

Not only have the manufacturing and commercial firms of 
all countries been spurred on by this new competition to in- 
^eased activity, but it has totally altered the attitude of 
mankind towards industrial problems. At the beginning of 
the industrial epoch, Ehglish manufacturers tried to keep 
their machines and n\ethods i^cret. In this the^ simply 
followed thfe tra(Jitions of all past ages. But the tendency of 
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the sciences is towards full publicity, and the text-books of 
the technical schools gi^e the up-to-date results, each within 
their special sphere, of the achievements of the whole of 
humanity. It is no longer possible to keep indhstpial secrets, 
even if anyone wished to do so, and it has long since been 
universally recognized that such secrecy is worse than useless. 

Next to the technical schools, the many engineering firms 
are the most powerful agencies for the dissemination of technical 
knowledge. The technical journals, which arc each year 
increasing in number and inportance, keep the entire world, 
men of science as well as practical manufacturers and business 
men, posted with regard to every development of applied 
science and practical inventions in the workshops. 

In such circumstances there is more rapid progress in a year 
than there used to be in a decade, a generation, or a century ; 
and the sum of technical knowledge and ability, which the 
entire human race in common now possesses, is therefore not 
only enormous, but is still rapidly accumulating. 

During all ages b^ore the Beginning of the modem industrial 
epoch, the rural population in all countries was constrained 
by the absence of ^|ieap,and easy means of communication 
to produce in the household the greater part of the manu- 
factured commodities whieh they required. This was so>much 
more the case because, before the intreduetion of power 
machinery, the manufacturing industries could nowhere be 
carried on with a cost of production which was so much lower 
than that of the household production, that this difference 
alone was enough to make up for the very great cost of trans- 
port over long distances Th^ town-made goods of the Middle 
4 ges were not much, if at all, cheaper than the coarse home- 
made articles. There was, however, always a certain trade 
done in such goods, not because they were cheap, but on account 
01 Tffiir superior quality and better workmanship; but this 
very fact kept them out of the range of the jnajcffiiy of the 
rural population, who were prevented by their poverty from 
purchasing to any great extent the expensive town-made 
articles. • 

The rural populationi ev^n within a very short distance 
from infportant towns, lived therefore *to such an extent in 
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isolation, that it is almost impossible for us to form an adequate 
conception of the cleavage between •the town and the rural 
populations which was the permanent condition in past ages. 

The introdiiction of power machines in the industries did 
not alter at one stroke the economic organization of the entire 
society as much as might have been expected, because the means 
of communication still remained primitive. But railways, 
with their increased faeilities for travel, and the cheapening 
of the cost of transport, entirely changed the condition of living 
in all civilized countries. They hAve broken down the barrier 
which distance previously placed to communication between 
the various sections of the population.^ There is in our time 
a fruitful personal intercourse, and an Exchange of commodities 
between town and country which constantly grows in volume ; 
and as a result the melancholy isolation of the rural population 
happily belongs to the past. 

In the year 1880 the railway between Liverpool and Man- 
chester, on which George Stephenson’s invention, the steam 
engine, was first used, was opened for public traffic. The object 
of the promoters of this undertuking appears to have been 
mainly to obtain a better method for the transport of heavy 
goods, and they do not seem to have had^ny idea of the great 
speed which the trains might attain. Stephenson himself 
calculated the speed only at fourteen miles an hour. But it 
was at once perceived that the new system was not only 
useful for the haulage of heavy goods, but that it was also 
particularly well suited for rapid travelling. 

It took a little time before railway construction on a large 
scale began, and as was to be expected, England at first took 
the lead. The length -of the railways of the world was : 

By the end of 1840 : 

In the United Kingdom . . . 1,197 knn 

The rest of Europe .... 1,584 

TheJJnited States .... 4,741 „ 

or a total of 7,472 km., 

which had grown in 1850 to 84,985 km. 

Since' thw small beginning, raUway construction has extended 
wth increasing rapidjty everywhere, and the meshes of the 
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railway nets of nearly every cou|itry in the world have been 
knit smaller and smallet. The result is that at the present 
day it is hardly any longer possible to discover in the civilized 
countries a single district of any importance whiq^ has not been 
connected by railways with the central parts in the country 
itself, and with the railways of other countries. The railway 
system of Europe is very extensive, but the American railways 
are still more extensive, both in the number of kilometres and 
even more so in relation to the number of inhabitants. The 
Continent of North America is erosscd by a number of trans- 
oceanic railway lines, and a railway •crosses the Andes from 
Argentine to Chile. There are projects for the construction 
of a trunk line right aloftg the Pacific to connect South America 
with North America. A railway runs from Pctrograd to the 
Pacific across the vast expanse of Siberia ; and great sections 
of a railway line to connect Egypt with Cape Colony have 
already been finished. 

The length of the railways of the world has been stated 
thus : 


« 

I860 

« 

1875 

• 1885* 

• 

1805 

1900 

1910 

1912 

• 

Present 

estimated 

population, 

lut 

000 omitted 


Xm. 

Km. 

Km. 

Km. 

Km. 

Km. 

Km, 


Europe . 

511668 

142,840 

195,865 

252,450 

286,609 

333,848 

342,624 

450,568 

Asia 

1,397 

11,311 

23,093 

43,798 

63,299 

101,916 

107,230 

871,235 

Africa 

446 

2,366 

7,313 

13,522 

21,897 

36,854 

42,707 

136,186 

America . 

53,299 

135,112 

248,816 

389,800 

404,lP77 

626,382 

554,124 

189,534 

Australia . 

346 

3,738 

12,986 

22,371 

25,026 

31,014 

34,803 

7,760 

'^tal 

..UN 

107,056 

295,367 

488,073 

;0l,941 

800,008 

1,030,014 

1,081,488 

1,664,282 


The railways in 1912 had a length equal to *27 times that.of 
the equator, and an estimate of the cost of all these railways 
at £10,000,000,000 is probably far too moderate. 

The complete revolution of the* means of coinmtinication 
which was a result of me Extension of the railways, caused a 
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double change in the relations between the industrial town 
population and the rural population.* 

The easy access to the towns for the first time enabled the 
rural population to buy largely of the cheap manufactured 
goods which the industries, working with power machinery 
and modem methods of production, were in a position to offer 
them. The household industries which had previously supplied 
the bulk of the requirements of the' country people, began to 
fall into decay, and in most of the advanced European countries 
these primitive industries had alnfost completely disappeared 
by the end of the nineteenth century. As a consequence, the 
demand for the products of modern industries increased so 
much that they were obliged to cmplby a larger and rapidly 
increasing number of labourers, in spite of the great reduction 
in the sum of labour which was required for the production 
of a given quantity of a commodity. The production of 
manufactured commodities was thus concentrated to an 
extent which had never previously been possible in the factories 
which were mostly situated in the towns. The productive 
work, which had been done in kinumcra];)le households and 
smithies all over the country, was replaced by factory work 
in the towns. The greater eoneentrqtion enabled the factories 
to enlarge and improve their plants, and to carry out more 
and njore completely the technical idea, which resulted in 
successive improvements with a constant fall in the cost of 
production. The cheapening of the selling price stimulated 
the consumption, which soon exceeded what had been cus- 
tomary under the old system, so much so that the sum of work 
done in the factories in the end became larger than the sura 
of household work which the factory production had replaced. 

The town population began to grow in the West of Europe 
in proportion as the various countries w^ere drawn into the 
vortex of modern industrialism. The growth of the industries, 
and their steadily increasing demand for labour, causeif^in 
increase in»the daily w’ages of the industrial labourers. This 
ri^ and a contemporary improvement of the conditions of 
town life soon attracted labourers from the country, and thus 
began t^jat migration from the country to the towns which 
has been dhe of the most charr^teristic phenomena of the 
last, fifty yeys, and which has been so much lameifted by 
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politicians, philanthropists, add— farmers. Whatever the 
economic consequences,* good or bad, of this migration may 
otherwise have been, for the cultivation of the soil and for 
the development of the towns, it has achieveejf the liberation 
of the rural population from the actual bondage to which it 
had always previously been subjected by the insurmountable 
power of circumstances, which practically compelled the 
rustic to remain in past dges all his life at the place where he 
was bom. It was industrialism which gave the masses of 
the European peoples, thqp agricultural classes, economic as 
distinct from political liberty, and tWerchy also the chance of 
taking an active part^in the future development of our civili- 
zation. • 

The growth of the town population in the whole of Europe, 
but particularly in the Western countries, which has been 
going on during the last hundred years since the close of the 
Napoleonic wars, and which has been most rapid during the 
last fifty years, in spite of the large emigration to America 
and other oversea countries, has caused a much more than 
proportionate increase in th% demand for agricultural produce 
of all kinds. For the standard of life of the industrial popula- 
tion has risen owing to Jheir increased earnings. They have 
required larger quantities of food, and the rapidly increasing 
production of manufactuted commodities which could be sold 
to the larger industrial and the rural population, required a 
larger sipply of all kinds of raw materials. The increased 
demand for foodstuffs could at first be met by European 
supplies, for the railways placed large areas of land, which had 
not previously exported, in cheap and rapid communication 
with the industrial districts. But the supply soon became 
4»o small, and prices of all kinds of agricultural produce were 
maintained on a high level; and all kinds of raw materials, 
for instance mineral ores, ,began to advance in price. This 
califS^frland to rise in value, and stimulated the owners to bring 
more land under tillage, and to use improved^jiiiethods of 
cultivation. In the whole of Europe agrieidture progressed, 
and the wealth of the landowners increased during the nlhe- 
teenth century until about 1884, at jvhich time wheat and other 
agricultural produce frtm ^e American virgin pAines be^ 
to pour into European ports in constantly increasing quantities. 
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This competition at first looke^ very serious, and the frightened 
landoMners were anxious to persuade <their governments that 
it would spell ruin to agriculture in Europe. In many countries 
the governments^ were weak enough to listen to this interested 
advice, and to in^pose high customs duties upon breadstuffs. 

The emigratioi; from the country, first to the towns and 
afterwards to the United States, made labour relatively scarce 
in the country districts, with rising wages; and when the 
American competition brought about a fall in the selling 
prices of their product, the farmers ^ound themselves in a very 
awkward situation. In v, America, where labour was much 
more scarce and much dearer than in Europe, industrial 
methods had already been largely introduced into the work 
on the farm, and highly improved agricultural implements 
had been invented, without which it would have been quite 
impossible to till and harvest the immense wheat fields, the 
produce of which now competed with the farmers of the Old 
World. These were slow to learn the lesson, but gradually 
they accustomed themselves to use better and labour-saving 
methods of agriculture, and in somg countries at least American 
farm implements have been imported in v5ry large numbers. 
Agricultural schools have been established in most of the 
European countries, and science has* at l^st begun to play a 
very important rdle also in agriculyire. The cultivation of 
the European soil has become considerably more intensive 
than it used to be a couple of generations ago ; but jt lies in 
the nature of agriculture that it cannot easily or rapidly be 
so completely rationalized as the industries, and, in particular, 
its management of labour still leaves much to be desired. 

The railways had thps placed cheap industrial products at 
the disposal of the rural population, and the growth of the 
industrial population gave agriculture in Europe a much better* 
market for its products than before, while the emigration from 
the country, which liberated the farm labourers froni«;:teir 
actual bondage, caused the wages of farm labourers to advance. 
The competitioft from America had compelled European 
fombrs to make a commencement of improving and industrial- 

isdng their methods of cul1;^vation. 

* % 

Tlfi constant giowth«of the ind^tries of Europe caused the 
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(x»)8uinption of raw materials to ^utgrow altogether the supply 
which could be obtained in Europe. But this circumstance 
could not stop industrial progress ; its leaders only began to 
look out for new sources of supply, and it was ^n discovered 
that the other continents, much more extensive than Europe, 
could produce almost unlimited quantities /f raw materials 
of every kind, provWed only that their natural resources were 
properly developed. • 

One of the earliest examples of the dependence of the 
European industries uix)A the supply of raw materials from 
oversea countries is affordid by the Jinglish woollen industry. 
Originally, England had exported her large production of wool 
to the factories in Flafiiders ; but at the time of Elizabeth an 
important woollen industry began in England itself, and during 
the sixteenth and seventeenth centuries the possession of 
home-grown wool of an excellent quality and in sufficient 
quantities, gave the English woollen trade a dominant position. 
Towards the end of the eighteenth century there was, however, 
great anxiety on account of the growing shortage of the raw 
material, due to the consent growth of the industry. In 
1797 a few merind sheep were taken to Australia, which in a 
short time greatly improved the quality of the Australian wool, 
and sheep-farming In th*at continent was started on a large 
scale. In 1820 England imported 190,000 lb. of Australian 
wool, in 1826, 1,000,000 Id., and in 1828 the quantity wdfe about 
doubled^ whilst the quality steadily improved. 

The intercourse between the different continents has been 
facilitated by the invention of steam as the motive power of 
vessels, which have played a similar rSle on the ocean to that 
of the railways in the inland communication. 

The first vessel which was»driven by* steam was the tug-boat 
^Charlotte Dundas on the Clyde in 1808, and in 1807 regular 
steamboat traffic was established by Fulton on the Hidson 
R’jj^J>etween New York and Albany. Further progress wai 
rather slow ; it was not before 1820 that steamers were em- 
ployed between Dublin and Holyhead, and»it was not lyitil 
1888 that transatlantic voyages were attempted. r* 

It took a long time before steamships won a prominent 
place in the ocean-goij^ t^nage of the world ; « dumber of 
inq)ortant improvemera ifU first to be made in the construe* 
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tk>a of the engines, to make |t possible for steamships to com* 
pete in all trades successfully with sailing vessels. But since 
1880 the percentage of steamers in the tonnage of the world 
has been cons^ntly and rapidly growing, and in the period 
firom 1875 to 18^37 there was a serious crisis for sailing vessels, 
from the effects' of which they have never fully recovered; 
and since then xhe steamer tonnage has increased in the 
most remarkable way. ' 

A large number of regular steamship lines have been organized 
during the last two generations, w^ich connect every part of 
the world with Europe nnd North America. In past ages a 
journey to South America, the Cape, India, and the Far East, 
or Australia, was a very long and venturesome undertaking. 
But in our times people do not hesitate to visit these and 
other oversea countries on business or for pleasure, and their 
inhabitants also frequently pay visits to Europe. Since the 
introduction of steamer traffic on the oceans, and the opening 
of the Suez Canal, the establishment of the Postal Union, 
and the laying of a great number of submarine telegraph cables, 
all the continents have been bi\:)ught into the most lively 
intercourse with each other. A journey across half the world 
is now easier and more convenient than it was in the days of 
Napoleon to travel, say, from Madrid to Petrograd, or from 
Christiania to the North Cape. Cablegrams do away entirely 
with distance ; letters pass from such places as Buenos Aires, 
the Cape, or India, in about three weeks, and there i^are few 
countries so remote that a letter takes more than six weeks to 
reach Europe. 

This is indeed a most wonderful achievement of science 
and business enterpri^ in combination, to have thus, for 
all practical purposes, reduced *t;he distances on our globe, 
to a mere nothing in comparison with what they were 
before the invention of steam ,as the motive-power in 
ships. 

The Euro^an industries would have been compelled to 
imMrt raw matcirials from the other continents even if there 
had no steamships. But the increased facilities for travel 


and transport greatly helped and accelerated the process, 
by which alPthe continents have b^me joint partners in the 
enterprise of making the natural resources of the 
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entire world yield up^more aild more of their riches for 
the use of mankind. 

Europe held, at the beginning of the nineteenth century, a 
very much more important position in the vroM than it does 
to-day. The United States were only in tKir infancy, the 
South American Republics were small copmunities where 
enterprise had gone to sleep. Cape Col^y and Australia 
had a very small white population. India had just come 
under British rule, and China and Japan lived their own life 
almost entirely outside tha rest of humanity. It was only in 
Europe that the sciences had been developed and had begun 
to mould civilization. • Faulty as it was, the political organiza- 
tion of the European States was nevertheless far superior to 
the institutions of the other cultured races that ruled in 
different parts of the world ; and many oversea countries 
were still inhabited by savages. It was therefore possible 
for the conquering States of Europe— in turn Spain and Portugal, 
Holland and England — to establish Empires in America, 
Africa, and Asia, and to carry on a sea-borne trade with all 
the corners of th(^ globe. • 

Attention has in this book on several occasions been drawn to 
the fact that uiidea primitive conditions which existed before 
the beginning of the modern industrial epoch, international 
trade was the principaF source of large profits and rapid 
accumulation of capital. Although Spain did not get rich 
by her possession of the silver mines of South America, Holland 
and England amassed fortunes from their oversea trade; 
and those countries, and especially England, had thereby 
gained sufficient wealth to be able to take an active part in the 
work of opening up the mat^al resources of all the continents, 
•when the time came that this was a necessity for procuring 
sufficient additional supplies of raw materials to sustain the 
prod^us growth of European industries. 

l^e assistance which was rendered to various oversea 
countries with the object of fostering trade, ^ool^many forms. 
Emigrants who had command of capital settled u^the 
countries and started farming or other kinds of procm^ve 
work ; money was lent to the communities or py vfvte inhabi- 
tants, to be invested j^oductive undertakings, and many 
European Limited Liability Companies were started for 
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land cultivation, to carry on Alining undertakings, etc. Europe 
did not as a rule send the capital, which in various ways was 
invested in oversea countries, in cash. But it exported the 
implements n^ed for the better cultivation of the land, 
mining machin^y, iron, and many other commodities which 
were needed in undeveloped countries, to enter into fixed 
capital investments, as well as cqmmodities for the daily 
consumption of the inhabitants. In this way the industries 
of England at an early stage found growing outlet for their 
products outside Europe. This exptrt trade added considerably 
to the number of labourers for which the new industries 
could find employment. This trade;,' therefore tended to 
increase still more the percentage of the population of England 
which depended upon industries for their livelihood. The 
export of British manufactures thus contributed not a little 
to increase the demand for agricultural produce, which caused 
their prices to go higher, because the supplies still came mainly 
from Europe. When the rest of Europe began to compete 
with England in the industries, the other countries also began 
to export a part of their produce to overse^v markets, and the 
same tendency made itself felt in these countries, viz. a more 
than proportionate increase of the industrial population, 
with a growing demand for agricultural produce, accompanied 
by a rioe in their prices. 

In the industrialized countries of Europe the production 
of manufactured commodities had become concentrated in 
the industrial centres, owing to the superiority of their machine 
production. The expanding export trade in manufactured 
commodities to other continents had a tendency to intensify 
this concentration, and''if nothing had checked this movement 
there would have happened all over the world a similar decay 
of the simple household industries to that which had occurred 
in Europe. But the cost of agricultifral produce in our c ontine nt 
would have risen to a prohibitive height if Europe alone had 
satisfied the^^food requirements of an enormous industrial 
poj^ulation ; and the other continents would in the long run 
have been impoverished if they had continued to pay for 
their import* of increasingf quantities of European industrial 
products only by an export of ra^ materials. 

Blit in human evolution, when left to itself, there is always 
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compensation ; and a jpovement which threatens to load to 
injurious consequences is as a rule soon checked by counter 
currents. 

The increasing demand for foodstuffs icd the growing 
European industrial population, which cau®d the price of 
cereals and other agricultural produce to yvance, naturally 
attracted the attention of the inhabitants /f North America, 
because there were in th*e States vast tracts of fertile land 
which might yield enoimous quantities of cereals if it wefe 
only possible to give thsm access to the sea-coast. The 
Americans had not hampered railwfiy construction by sub- 
jecting it to governmejjt control or by making it a monopoly. 
To construct railways over the long distance to the prairies 
in the Far West in order to make their cultivation possible was 
precisely the kind of daring speculation which appealed to 
American ambition. As soon as it was known that there 
would be railway communication between the future wheat 
areas in the middle of the country and the Atlantic ports, 
a stream of energetic settlers began to move westwards to 
take possession otthe landf and when the railway line was 
opened there was wheat ready to be forwarded to Europe, 
where it was confidently hoped that it would fetch a profitable 
price. 

The sinews of war in 1:his imposing struggle with nature, 
the capital for constructing the railway from the Atlantic 
to the pfairics, was for the greater part supplied by England 
and other European countries. The vessels which , were to 
carry the wheat from New York to Europe were nearly all 
owned and managed by European shipowners. The opening 
of this railway and ocean cpmmuniccftion to the Far West 
may be compared to driving a tunnel from a lower level into a 
big lake. When once it has been cut through there will be a 
constant stream of water flowing through the tunnel. The 
prairiCsTTad an enormous extent, and the chance of becoming 
the rich owners of their own freehold farm fasyin^ed not only 
the inhabitants of the States, but thousands upon thous^ds 
of farmers in the Old World as well, and as long as there was 
free land to be had, the number of settlers const|in^y grew. 

In a novel called Tlla P?/ an American writer has vividly 
described the course of a wheat ^cohier” ini Chicago^ A 
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speculator tried to'control t|^e world price by buying the 
visible supplies of wheat ; but the fancy price which he fixed 
drew new supplies from the most unexpected quarters, and at 
last a constant i^ream, immeasurable in its volume, came pouring 
in, completely ^rushing the unfortunate speculator. Some- 
thing similar took place shortly after the prairies had been 
opened as the new^anary of the world. Farmers had settled 
in hundreds of thousands on the larfd, and each year the crop 
6;ceeded the last one by millions, of bushels. At last the 
prairies sent out a flow of wheat s^ gigantic that it grew into 
an elemental force like a thundering Niagara, and the weight 
of this immense quantity at first threaj;ened to defeat entirely 
its own object, when it came ceaselessly pouring into Liverpool 
and other European ports. For it immediately sent the 
price in the markets of the Old World rushing downwards 
with maddening rapidity. The calculation according to which 
the prairies had been placed so extensively under the plough, 
had been based upon the high value of wheat which had been 
ruling in Europe before the arrivals from the States began. 

We have already mentioned the well-nigh ruinous influence 
which this new competition at first exerted on agriculture in 
Europe. But on the fall of the wheat prices in London followed 
immediately a corresponding drop in the price which the 
Ameri^n farmers received, and the shock was a terrible one. 
From the beginning of time the immense prairies had been 
lying fallow, feeding only a few Redskins and great herds of 
buffaloes. Should this glorious undertaking, the opening of 
this land for the benefit of a hungry humanity, end in the 
wholesale ruin of the thousands of sturdy farmers who had 
gone West to bring these fertile plains under cultivation ? 

No, that must not be, least of all in the country of such 9 ^ 
resourceful people as the citizens of the great Republic. 

The problem was of a nature to spur on tbe Americans to 
the highest efforts. The big railway companies htRMKaked 
their very 'existence upon the success of wheat-growing on 
t^g^rairies. If the farmers could not obtain a living price 
for their produce, there would be a decline of agriculture ; 
and aSttthe railways had been constructed mainly for Uie 
traq^rt of grain and other ag^^^ultural produce, they would 
be ruined if ^bhis traffic fdil off. The railway managers at this 
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8efkHu orins oono^trated every eifqrt on the important problem^ 
how to cheapen the cost of transport. The railway engines 
were improved, the cars were enlarged, a system of grain 
elevators was established, not only in the producing districts, 
but in the seaboard ports as well. The res^t was a very 
material saving in the cost of haulage and hanctfng of the grain 
until it was loaded in the export vesselsV Simultaneously 
the cost of ocean transport was also greatly reduced, because 
the enormous traffic allowed of the introduction of bette/ 
types of steamships, and created a stronger competition. The 
total freight from the prairie to the European ports was thus 
much reduced, leaving a relative better return to the farmers. 
These were at the sam'fe time not idle, but by a universal 
adoption of labour-saving machines for ploughing, sowing, 
and reaping— -in short, by industrializing the work on the farm 
— ^they succeeded in reducing the cost of production so much 
that they were able to make a profit on a greatly reduced 
selling price for their produce. 

In order to demonstrate more in detail how the inter- 
nationalization of industrialism has developed during the 
last generation, it will be necessary to glance briefly at the 
economic development of Ijhe New World, and at the history 
and industrial evolution of Germany. 



CHAPTER IX 

c 

THE NEW \YORLD 

The iirst time I saw a|i aeroplaife rising from the ground, I 
felt something strange pressing in my throat. It is a thing 
never to be forgotten to have been present at such a wonderful 
victory of mind over matter, at the very moment when it 
occurred. But what is, in my opinion, quite as remarkable 
as the invention itself, is the fact that the conquest of the air 
was instantaneously accepted by everybody as a reasonable 
and quite-to-be-expected consequence of the past technical 
achievements with which we have one and all become familiar. 

This receptivity towards ne\^ ideas is quite modern. In 
the year 1610 Galileo Galilei published^ his famous book, 
Nuntius siderius, in which he recorded many important astro- 
nomical discoveries ; he was accused of heresy, and was brough 
before the Inquisition. He had to, abjure his theories, and h( 
was sentenced to imprisonment during His Holiness the Pope*! 
pleasure. This sentence is an example of the bigotry of the 
Roman Catholic Church, or rather of the theologians ; and the 
monstrosity becomes the greater when it is remembered that 
it was passed about 120 years after the landing of Columbus 
in the West Indies, an event which ought to have resulted, 
one would have thought, in a broadening of men’s views. 

But if the great astronomer could have appealed from the 
Ecclesiastical Court to the public opinion of his day, there is 
every probability that the sentence would haVi. beei^oidirmed, 
for at the fjid of the Middle Ages everybody still lived in the 
firm belief tha't the earth was as flat as a pancake,” to use 
tttl^words with which Holberg ridiculed the popular ignorance 
and stupidity. It may be doubted whether the great majority 
of mankhid really came to understand that the earth is a 
globe before the middle of last century, after so many families 
' ^ ^ ^94 



had fbund themselves with relatives andiMends in the New 
World. This conception has, Lowever, now so completely 
taken hold of us, that we find it almost impossible to realize 
how our ancestors, a few generations ago, could seriously 
have believed that the earth was fiat like a pt&icake. 

The expeditions of the great explorers in the fourteenth 
and fifteenth centuries, of Vasco da yGama, Columbus, 
Magellan, and all the others, were feats ibf the most heroic 
daring, not perhaps so much on the part of the educa|;^ 
leaders, but decidedly so* on the part of the common sailors 
who followed them. For*these firiyly believed that if they 
travelled far enough they would come to the end of the world, 
which no doubt loomfid in their imagination as an abyss in 
which they would fall down and be killed. 

It is an almost universal mistake to believe that the discovery 
of the New World instantaneously changed the conditions of 
life in the Old World and men’s views. The moderns, whose 
whole mode of living has been determined by their daily 
intercourse with the other continents, are apt to forget that 
the civilization of Europe, ^nd its resources at the time of 
Columbus, were qfiite different from what we are accustomed 
to. Changes of view, which under modem conditions may be 
effected in weeks months, frequently required, at the 
beginning of the moden^ era, generations. The number of 
persons of European extraction who at first settled in the 
oversea countries was a comparatively small one, and the 
means of communication between them and the population 
at home were few and very indifferent. Owing to these 
circumstances, and the preconceived and fantastic ideas of 
people in Europe, it must necessarily have taken a long time 
before more correct and relieft>le information about the other 
Continents could be spread in Europe. Remember that 
international p ostal arr angements are an institution of the 
last generations, and the newspaper press, which 

at present keeps us almost as well informed about gpr antipodes 
as of the happenings in our cwn street, did dot really b^in 
to play its important rdle before the close of the NapohSwe 
wars. . ^ 

jBesides these general^circidnstances, which for fenerations 
prevented the rapid dis^mination iiuEqrope of news fromjbhe 
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New World, there Was a oa^ of a poUtical nature which 
acted powerfully in the same directifin. The disoovery of 
the New World took place at a time when the mercantile 
system was shaping the thoughts of economic writers, and of 
the statesmen wno were building up an absolutist organhsation 
of the various States of Europe. 

The Settlements ‘and Colonies which were founded in America 
\and the East wer^ looked upon exclusively as a source of 
WValth to the mother country. The aborigines were maltreated 
in the most shockingly cruel way. The inhabitants of other 
countries were jealously ei^cluded fro*hi trade with the Colonies ; 
and because the precious metals were, in the opinion of the 
Mercantilists, the only real wealth, thfe colonial policy was 
directed systematically to this one purpose: to be able to 
draw from the Colonies as much as possible of the precious 
metals, or goods that might be sold in foreign countries for 
cash. The different governments gave exclusive privileges 
to their own subjects, and tried to prevent other nations from 
trading with the Colonies, or from obtaining information 
about them. « 

In the course of not much more than one-'third of a century 
after the discovery of America, the Spanish explorers, or 
conquistadores as they styled themselveS, had found their 
way to. nearly every part of South .America. They had not 
only taken possession of the whole of the coast-line, but they 
had also traversed the continent in different directions ; and 
it is only in the course of last century that our knowledge of 
the geography of South America has been greatly extended 
beyond their discoveries. The daring, courage, and skill of 
these conquistadores, ^^ho were followed as a rule by only 
a handful of men, will for ever ^deserve a high place among 
the records of heroic deeds. ' 

They founded cities and settlepiente in Mexico, and all 
along the west coast; the fine cathedi^s ^Sabellish 
these cities is^vidence of the mighty organization of the Roman 
Cat^lic Church.^ But the brave^ of the conquistadores was 
Qotgftoter than the cruelty and treachery which they used 
tows^ Indians ; and fhe Church is responsible for having 
, recommend^ the importation to America of nearo slaves from 
Afriqa. 
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The Spaniards wentio America in search of precious metals 
and diamonds. Their zeal for explorations ebbed out when 
no more of these could be found. Under the withering sway 
of the Hapsburg dynasty, the different Spanish-American 
colonies languished. The Spanish Crown wanted sUver; it 
did not understand that the rich soil of Southern America, 
if properly cultivated, mi^ht have produced wealth far beyond 
the output of the richest silver mines. / Thus for centuriepf 
the vast resources of these countries remained practicdSy 
dormant. The rapid de^Iopment of Argentina during the 
last fifty years shows how much the Spaniards lost by their 
mistaken policy. It vjas not before the Colonies had won their 
independence, at the beginning of the nineteenth century, 
that Latin America began to develop her resources, and it 
was really only in the second half of the century that this 
movement gathered impetus. 

For a long time after its discovery South America therefore 
played only a comparatively unimportant r6le in the trade of 
the world, except that the silver which Spain obtained from 
that source supplied the ifapsburgs with the wherewithal to 
oppress Europe. This great influx of silver did not perma- 
nently benefit Spain ; ft helped, however, Europe to make 
the transition from Naturalwirtschaft, as the Germans call it, 
to the modem, capitalistic system of social economy. » 

The history of the North American Continent has been 
totally different from that of South America. No great finds 
of minerals were made at first in the districts which border 
upon the Atlantic, particularly not of precious metals. 

The Norwegian vikings had by accidbnt found their way to 
the North American Continent, but this knowledge did not 
lead to any per manent settlements, and in the course of time 
it was The first to find their way to Newfound- 

land and Labrador were the Italian sailors, Giovanni Caboto 
and his son Sebastiano, wh^ made a voyage dnlhe service of 
Henry VII of England, and landed on Labrador in 
Spanish conquistadores went in quest of silver to the El 
Dorado. Columbus himselfir died *in the belief that he had 
reached a spot within 1l short distajpee of East India, and in a 
similar way Cabot believed i}^t he could reach the fabulous 
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dty Catai in India by the N(^h-Westeftii passage. In the one 
case as in the other, it was greed which prompted the voyages ; 
the spirit of the age they considered the precious metals 
only true wealth. On his second voyage Sebastian 
I desist from his purpose of finding the North-Western 
e, frighten^ by the severity of the climate, but he 
along the coast and reached SQuthem Maryland in 1518. 
lando Cortes,' with not more than 600 or 700 men, in 
irse of two years, from 1518 to' 1520, conquered the great 
of the Azteks in Mexico, w^iich therefore came under 
h sway. In 1512 ine Spaniard Juan Force discovered 
ninsula of Florida, which remained a Spanish colony, 
gether with Louisiana around the Mississippi was ceded 
to JCiUgland by the peace of 1763. 

The baneful Spanish influence upon the fate of North America 
was confined to these three countries, Mexico, Louisiana, and 
Florida, and was only of short duration ; if it had been other- 
wise, the course of its development would have been a very 
different one. ^ 

The French were the first to make use of Gabot’s discoveries 
in North America ; the Colony of Canada was founded in 1586, 
and only seven years after the voyage (if Cabot, fishermen 
from Brittany and Normandy fished on the banks off Newfound- 
land. * 

During the eighteenth century England and Fraqpe were 
continually fighting for supremacy in the world. Their 
conflict was extended across the Atlantic, and in 1768 the last 
of the French Colonies in North America passed into the 
possession of England. 

Meanwhile a continuous chain af English Colonies had been 
established along the littoral of the Atlantic, from Arcadia in 
tJie North to Florida in the South. The majority of them were 
founded by Royal Letters Patent ; but' the iSbfeLrr^jjpre for 
the most part men who were dissatisfied with political and 
relipous condfitiocis in the old country, and who, being English- 
menibj{;ere accustomed to self-government. 

At the time of the great Migration of the Nations, when 
Gothic and Germanic barbarians slvept over the Roman Empire, 
they found themselves a§ conquerors in thickly populated 
couirtries whith the^ subjuga^d. The final out^me of the 
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assimilation process, ^ch las^ through many centuries, 
was the feudal system of land tenure which was established 
in nearly the whole of Europe, and which still prevails in many 
countries. The majority of the inhabitants of our continent 
were thereby in so far disinherited that they could not become 
owners of the land. The rural population were tenants, more 
or less subject to bond-service, under the aristocracy, and the 
majority of the town population werey artisans who were 
fettered by guild regulations which were sometimes very irksor^ 
Personal freedom, as we pow experience it, hardly existed in 
Europe at the time when America ^yas discovered. 

It had never befor^ happened in human history, that men 
who were in possession of such vast stores of knowledge and 
technical ability as had accumulated during many centuries 
in spite of all drawbacks in Western Europe, suddenly found 
themselves in a country of enormous extent, unoccupied except 
by hunting tribes, and where each newcomer could therefore 
take possession of as much land as he might wish. 

At the present time the United States excel, among other 
things, by their^ great pr^iduction of all kinds of minerals, 
including gold and silver ; but it took a long time before this 
mineral wealth wa§ disoovered. The first settlers were there- 
fore constrained to devote their attention mainly to the culti- 
vation of the land, for which the climate was suitable, being 
warm but not tropical. No important discoveries of the 
precious metals having been made, it was not profitable for 
the English Government to maintain such strong settlements 
in North America as the Spaniards in South America. They 
contented themselves, in the spirit of those days, by imposing 
upon the North American Colonie^ the obligation to buy 
• manufactured articles from England, but otherwise they 
allowed them to manage their local affairs in their own manner. 

A rutUejg^tfii«i^xttrmination was waged by the white 
settlers against the redskins. In the Southern States, thanks 
to a constant importation of slaves from Africa^the cotton and 
tobacco industries soon flSurished. * , 

An impartial study of the history of the acquisitio«'8f the 
New World by the white lyce doas not justify a high estimate 
of the morality of the European civilization of tffe epoch. To 
Americans, the thorny Negro queaftion— of which no settlement 
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k b view—- is a peiman^it rpninder the sixis committed hf 
Oieir ancestors against the black race. 

Apart fh>m these dark spots which stain the beginnings of 
the evolution of the North American Commonwealth, the 
peculiar conditions under which the white settlers found them- 
Klves, of which self-government and abundance of land are 
the most prominent, have created an entirely new form of 
European civilizatitm of which the*' most characteristic trait 
ifc^e self-reliance ofthe individual. The victory of the whites 
over the redskins was, after all, a (^mparatively easy matter. 
What has shaped the Nor^h American nation has mainly been 
that terrific struggle in which they have^succeeded, in less than 
150 years, in conquering the nature that surrounded them, a 
struggle which has resulted in making the vast continent of 
which they had taken possession yield up its rich resources 
at their bidding. 

What the North Americans have had to fight has in reality 
been the immensity of their country. A few figures will show 
what is meant by this expression. The United States declared 
their independence on July 4, 1176. Accqpding to Mulhall 
their population has grown thus : 

The Population of the United States 


(Thousands Omit ted) 



Kew 






Year 

England 

Middle 

Southern 

Weetem 

. Pacihe 

♦ Total 

1790 

. 1,010 

1,842 

1,580 


— 

8,982 

1800 

. 1,288 

1,807 

2,214 

54 

— 

5,808 

1810 

. 1,472 

2,479 

2,997 

292 

— 

7,240 

1820 

. 1,659 

8,194 

8,982 

849 

— 

9,684 

1880 

. 1,954 

4,18*^ 

5,164 

1,610 

— 

12,866 , 

1840 

. 2,286 

5,088 

6,867 

8,878 

— 

17,069 

1850 

. 2,724 

6,598 

8,288 , 

5,409^ 

178 

28,192 

1860 

. 8,145 

8,294 

10,297 

9,222’* 

^■nR&*-81,448 

1870 

. 8,£»p6 

9,770 

11,880 

18,188 

764 

88,558 

1880, 

. 4,010* 

12,875 

15,254* 

17,509 

1,262 

50,410 


With the exception of Kentucky, the thirteen colonies which 
originally fbrined the United States ^ America were all situated 
90 the narrow fringe of .tha. continent between the Atlantic 
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aad the AUe^iany Motnitains, wlych were I formidable barrier 
to the expansion of the people at a time when there were as 
yet no railways. 

The citizens of the new State had not yet accumulated much 
capital at the period of the rupture with England, and their 
manufactures were still in their infancy, because they had been 
in the habit of importing manufactured goods from the mother 
country. But they had ah unbounded faith in the resource 
of their country and in* themselves, and nowhere 'has tUT 
energetic individual, who fas willing to do hard work, had 
better chances. The fact that capi^il was spent in a virgin 
land caused it to yield|| enormous profits. Wages were high 
because every labourer, dissatisfied with the wages he obtained, 
could procure land for the asking. The majority of the original 
settlers being of Anglo-Saxon descent, they had brought with 
them that genius for making inventions which is, as I have 
previously remarked, a typical characteristic of the English 
race. That being so, there is small cause for wonder that the 
inventions which had been made in England at about the same 
time as the United States wer^ founded, were soon transplanted 
to America. Besides, the scarcity and dearness of labour 
compelled the Americans* to make many modifications and 
improvements upon the original English inventions. 

There was, in particular, bne invention which appealeeikto the 
American mind with quite an exceptional force, viz. the 
railway, l>ecause, circumstanced as they were, nothing was of 
more paramount importance than to find means of bridging 
over the enormous distances in their country. Their expansive 
energy had prompted them to go in constantly increasing 
numbers to the “Wild West,^’ even at the time when the 
long journey had to be made in heavy wagons drawn by 
bullocks ; but to cover such a vast country this mode of jour- 
neying w as fM pJ.i^^gkyw fcfr the impatient American. He 
grasped at %e railway with both hands as soon as he had 
heard about it. ^ 

In 1840, only a decade after the opening of the Manchestf/- 
Liverpool railway, there were in the United States 8,810 miles 
of railways open for traffic, whije therd were at the sanoe time 
only 888 miles in Steplftnson’s own country, and not more 
than 1,012 noules in the whole of £urdpe. Sinoe th^ the 
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United States have^kept pace with Europe in railway construc- 
tion. The mileage of the railways open for traffic was : 

1840 1860 1882 

In Europe . 1,912 82,256 109,898 

United States . 8,819 80,598 104,810 

Not only have -Americans made inany improvements in the 
'8t‘nstruction of raiM^ay engines and rolling stock, as well as in 
the construction of the permanent iipy, but it is principally in the 
financial organization of the railways that they have introduced 
novelties of the utmost importance^ In Europe, with the 
exception of England, the railways have been constructed 
almost entirely on behalf of the governments. In the United 
States, on the other hand, it has been left to private enterprise 
to supply this splendid means of communication. In a number 
of cases, the Government has not only assisted private com- 
panies, undertaking to provide new districts with railways, 
by giving them a free grant of a wide belt of land on both sides 
of the proposed railway line, but has placed no restrictions 
upon private enterprise in this field, trusting to the beneficent 
influence of competition to protect the; public. It is under 
this enlightened policy that the United States have obtained 
a railway service which is in mafiy respects far superior to 
that of any other country. 

While the general rule in Europe is to construct railways by 
preference in those districts which have already a fairly dense 
population, so that a reasonable dividend may be expected, 
the railways in America have been the pioneers which have 
been followed by constantly growing population. This 
system would not have been accompanied by such good results 
had it not created a special t 3 rpe of organizers, unknown else- 
where — ^the much-abused Americun ^ w:>^^gnates. These 
men who calculated on the increasing value oftR^iand, have 
played a r&le \n the economic evolution not only of their own 
ohuntry, but of the whole workl, which may well be compared 
wit£" that of Napoleon. It is mainly due to their daring 
initiaticre^that the immense prc^ductive resources of the United 
States have been opened up in such a marvellously short time. 

it is not only in ndlway construction, and the technical and 
% 
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financial handling of alh railway f)roblem8»^ that the pecujiar 
economic conditions of the United States have created a new 
type of captains of industry. In all branches of industiy and 
finance th^ very atmosphere of America seems to have called 
forth talents of daring management to which the Old World 
has ‘had no parallel. The typical American business man is 
not frightened when confronted by a gigantic and difficult 
problem. On the contrary, the mere siji of an enterprise^ 
seems to stimulate his fandy, and to appeal to his imaginatioMi; 
so that he frequently discovers the most surprising solutions 
of the difficulties involved. People generally make the mistake 
of thinking of the Unite< States as a country somewhat of the 
size of the European States, while it is a vast continent. There 
is no country in the world which contains so much natural 
wealth and such varied resources : fertile land of enormous 
extent, and vast forests ; the richest deposits of coal, iron ore, 
copper, and other minerals ; and a great variety of climates. 
Wien the original settlers began to draw from these sources 
of wealth they were quite unfettered by the traditions and 
usages which in sop many ways hampered the activity of the 
citizens of the Old World. They were met by conditions 
which were frequently quite new and untried. This gave them 
a freshness of view and a^keenness of conception the like of 
which had never previously been experienced. Th^ result 
was that, they discovered many new methods of production 
and distribution. 

Curiously enough, the United States have never been very 
happy in the handling of the finances of the Government, or the 
organization of their banking institutions ; and an incidental 
consequence of the application of unsfiund principles in the 
fihancial management of the Government has been the adoption 
of a Protectionist policy very soon after the foundation of the 
United ^ 

Not because of, but rather in spite of Protection, which 
has been continued to this dgy, the manufactaring industries 
have grown with increasing rapidity. The terrible ij^ of 
secession from 1861 to 1865 temporarily checked this growth, 
but nothing could permaijentl>^prevent the people of -rfifc United 
States from advancing on the road^pf immeasurable material 
prosperity. 
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fcy msilways startied Europe ; an eveivinereasiiig quantity of 
i?\ieat began to pour into the ports of the Old World, and this 
competition seemed to spell ruin to the com-groweirfof Europe. 
An equally large supply of hog products, meat, and other 
iaim prodnds io\\oN?ed, and in nearly all European couritries 
Hie^gncultura] dasses began to clamour for protection against 
this ruinous comj^tition, as they styled it And in some 
wuntries, notably^ermany, the Iknded interests succeeded. 
Their demands were granted, and the consumers were “ pro- 
tected ” against cheap feod. 

So rapidly, however, does the ec(^omic evolution of the 
United States proceed, that we have come at the present time 
— ^in the year 1917 — to the point that the time may already be 
calculated with some degree of certainty when the United 
States will require for consumption within their own borders 
the bulk of the immense quantities of foodstuffs which they are 
able to raise. They import already frozen meat and maize 
from the River Plate and Brazil, they do not export such great 
quantities of hog products as before, and ♦even of wheat the 
natural export is practically stationary. 

The other day I received from The City National Bank of 
New York statistics of the meat production in the United 
States.^ Between January 1, 1907, and January 1, 1917, the 
number of cattle had declined from 51,566,000 to 4{),849,000, 
and the number of sheep had gone down by five millions. 
The number of pigs had, however, in the same time increased 
by 18,000,000. In this period of ten years the population 
had increased by eighteen per cent. 

As a consequence, the quantity of meat available for export 
has been greatly reduced. The export of fresh meat fell 
281,652,000 lb. in the fiscal year 1907 to 6,8 94,000 lb. in 1914, 
just before the outbreak of the war ; of cattle 

which were exported fell from 584,289 in 1907 to 21,666 in 
1914; but *thf export price rqse from about $70 to $110. 
Oiher meat products likewise show decidedly declining export 
figure : bacon from 861,000,000 lb. in 1907 to 194,000,000 lb. 
in 1914r, %lard from 74t,000,(lD0 lb. to 148,000,000; and, 
in spite the great i^vance of the prices, the aggregate 
valte of th» export dt ^ kipds of meat and dairy produce 
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dedined ftom |dlO,000,(W0 m 1907 ta tl4|,00Q^000 k 19H 
Owing to tbe enormous in va&ues after the be0mi^'.pi 
the war, the value of this export rose, however^ in tbe Ibtef 
year 1915 to $220,000,000, and in 1916, $291,000,000* ^ 

Horses and mules have in the period 1907 — ^1917 gflMfii Ij 
numbers, notwithstanding the extensive use of automobiloi 
horses from 19,747,000 in 1907 to 21,126,000 in 1917, and mtde 
from 8,817,000 to 4,689,000. 

This change has come about as the resmt of an expansioi 
within the last generation of the manufacturing industriejS 
which is for its magnitude ^nd diversity without parallel in 
the history of any other country. BAween them, agriculture 
and the industries ha v# been able to employ the enormous 
and constantly growing increment of population which has 
taken place since 1880. 

The population of the United States has grown thus : 


1790 . 

8,929,214 

1910 . 

. 91,772,266 

1880 . 

12,866,020 

1911 . 

. 94,108,687 

1860 . 

81,448,821 

1918 . 

. 97,028,497 

1880 . 

50,410,000 • 

1914 . 

. 99,109,675 

1900 . 

75,954,575 

1915 . 

. 100,780,000 

The immigration has been : 



Before 1820 

probably 250,090 



1851—1860 

2,600,000 . 

Average per annum 260,000 

1861—1870 

2,810,000 . 

*> t$ 

„ 281,000 

18T1— 1880 

2,810,000 . 

»» >» 

„ 281,000 

1881—1890 

5,250,000 . 

»> ff 

„ 525,000 

1891—1000 

8,840,000 . 

»» 99 

„ 884,000 

1901—1910 

8,790,000 . 

99^ 99 

„ 879,000 

1^11 

• 

99 99 

„ 878,587 

EVom 1821— 

1911, 28,950,000. 




The chief .fia/^cferisti^of this industrial evolution has been 
its rationalistic trend. The American is not a sentimentalist 
in business ; he has no compunction if he ruins Ms competitors, 
ind the industrial activity is increased or restricted excludvefy 
icoording to the state of the muket, without any consideration 
)i the distress which a J^mporary reaction may baVb upon 
;he working classes. 
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But this appaiiently egoistical dkection of the ecoaomtc 
activity of the countiy whi^ asks cmly one question : does it 
pay? results in giving the productive forces of the entire 
nation a terrific momentum. In a bureaucratic society of the 
German type, national concentration upon wealth creation 
may be initiated and directed by the Government. In a self- 
governing nation like the American, imbued with an extrava- 
gant sense of the rights of the individual, everyone is working 
^th all his might to make his fortune, and willingly places 
himself under the leadership of the man who has success and 
nothing else for his credentials. ^ In no country is there a 
stricter discipline in the*^ industrial army than in the United 
States, the land of liberty, and in no country has the struggle 
of life produced so many brilliant business administrators, 
who have deserved, by their astonishing ability, the obedience 
they receive. 

It would be impossible to give a comprehensive list of the 
principal of the innumerable new industrial inventions, or 
improvements of old methods, which have been made in the 
United States. Let me give, r,s an indication only of the 
variety of these improvements, a few examples. The Americans 
were the first to introduce the gigantic plant in the iron industry 
— enormous blast furnaces, and open hearth furnaces. They 
were not frightened because nobodv else had previously tried 
to operate on such a big scale. The result proved their calcu- 
lations to have been quite correct, and the Germans, who 
followed their example, have afterwards enlarged the plants 
still more. 

A similar tendency has been noticeable in the endeavours 
of American engineers^ to increase the speed of the machines 
which they constructed ; a typil'al instance is the fast-running 
big paper-making machine. 

Earlier than in other countries, t^ Americ ans began to 
standardize their production. A conscious slnviiig for per- 
fection in the mechanical execution and finish of their products 
is^so typical of Americans, that une can as a rule without any 
special knowledge pick out by its workmanship an American 
article. ^ ^ 

Whatever their occupation may be, whether they are farmers 
or manufacturers, tho Ai«iericans have alwa3rs this point in 
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view : ^ how cfMi we save part o£ the labour ? Wagea b^ng 
high, there is a great |un per ^um for n^’s labour 
which may be saved, and to obtain this gain it is there6we 
profitable to spend more capital on improved machinery than 
would be the case if wages were low. It may be hard on the 
particular man who may be thrown out of his good job because 
a machine is constructed which does the work without him. 
But it is owing to the upceasing introduction of better and 
better methods of production, resulting in a constant cheaii^ 
ening of the cost, that the products of the American indust^s 
have found a steadily increasing market, and they can therefore 
each year employ a greater army ot’ labourers. 

Rural England is notr so thickly populated nor so well cul- 
tivated as it might have been if her wicked and irrational land 
laws had not made it so difficult for the poorer classes to acquire 
land. At no period of her history has this bad land system 
done greater harm to the working classes directly, and her 
economic structure generally, than at the period when labour- 
saving machinery was introduced. For at that time this 
saving of labour actually re|ulted, more than to-day, in loss 
of employment foi^ part of the working classes. Those workers 
who were thus thrown out of employment could not find em- 
ployment on the laftd, and the transition period was accom- 
panied by a depression oj daily wages, and a corresponding 
lowering of the standard of life of the English working^ classes. 
There has since then been, as I have tried to explain, a steady 
but rather slow improvement, but this affected mainly that 
section of the working class who are classified as skilled labourers, 
and upon the whole the condition in England of unskilled 
labour, particularly of farm labour, is still very far from satis- 
factory. The relatively low* wages ^hich were current in 
England explain to a large extent why the industries remained, 
during a part of the second half of the nineteenth century, 
comparatively siAtionarj^. 

In the United States conditions were entirely different. To 
open up the vast continent, to bring under* cultivation the 
enormous prairies, to construct such a mileage of new r^ways 
each year, to utilize the rich minerd deposits, to start manu- 
factures of every kind on a gigantic scale, it was neeSssary to 

employ every willing pair of hand^.that could be procured. 

^ • 
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itdt % long time the ^rorking dasees in ^erica, whether natives 
or immigrants, had the optioft of taking land under the Home- 
stead Act if Uiey did not get what they considered adequate 
wages. 

It was this possession of abundance of land, and the easy 
access to it, which secured to the American people, during the 
whole of last century, the inestimable blessing of a high standard 
of life. Wages had to be adjusted accordingly. 

S^he land is now, l^^owever, being rapidly taken up, and it is 
at^the present time perhaps not very much easier to start 
without capital as a farmer in the States than in Europe, 
and during the last thirty years a greater proportion of the 
enormously increased immigration has^gone direct to the in- 
dustrial centres, and not as previously, mainly to the wheat 
land. 

It might have been expected that the great change which 
has thus taken place in the economic structure of the country 
would have been accompanied by a tendency towards a fall 
of wages, particularly as there has also been a very material 
alteration in the ethnic composition of the immigration. A 
general tendency in this direction is as yet', however, hardly 
noticeable. The high standard of Ijfe is so ingrained in the 
American sentiment that it probably acts 'as a deterrent upon 
employers as a class, even if some of them might be inclined 
to try to get their work done at less than standard wages. 

More important than this sentiment as a protection for the 
working classes against a fall of daily wages is the high rate of 
capitalization which prevails in the American industries. As 
a result of the conditions under which the industries have been 
evolved, the average rate of capitalization in America is un- 
doubtedly much higher than uf any other country. But if 
this is so, it follows that nowhere is it of more paramount im- 
portance to the employers to obtai/i ^cirat labour. It is in 
estimating the chances of obtaining lalSwr of lugh^quality that 
his sentiment, of the justice of a high standard of life greatly 
assists the AmeHcan employer in shaping his policy towards 
his labf>urers. He does not as a rule try to reduce the daily 
wages, which he would think meaji ; but he insists upon getting 
a good da^s work as an equivalent for the high pay he gives. 

mnwmmt i&iA mreat and disturbiniF factor in the 
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American as well as in th^European labour ii^rid, as the Social- 
ists in America, like their brethren in the Old World, try to 
induce their members to believe that it is to their interest to 
do as little work in a day as possible. 

Up to the present the American industries have not suffered 
very much from the sabotage tendencies of the trade unions. 
For when upwards of one million immigrants are landed in the 
ports of the United States every year, each “ boss ” in a work- 
shop knows, and all the labourers who areytmployed there alf^! 
know, that he may at any q^oment ** sack ” a man who shirks 
his duty, for there are ten men outside the gate who are only 
too anxious to get the jol^ 

The evolution of the American nation has tended to give it 
a hypemervous temperament which finds its natural vent in 
rapid and energetic exertions, and the working speed in the 
American industries is therefore much higher than the average 
in Europe. Newcomers soon learn, because they must learn 
it, to keep pace with their fellows in the shop. 

Thus the American industries obtain efficient labour while 
the working classeg can keep* up their high standard of life, 
because they earn high daily or weekly wages. 

I am rather doubtful i^ether the Americans will be able 
to keep up permanently the tremendous speed which is at 
present typical of them ; tffey work as if they lived in it tem- 
perate or even a cold climate, while New York lies on the latitude 
of Madrid. There are not wanting signs that the physical strain 
is too great, but the effects of over-exertion have not yet been 
very noticeable, simply because the nation has been con- 
stantly reinvigorated by the new blood received from abroad. 
The time will finally come when wages'in the United States 
and in the Old World become equalized, either by a sinking 
of the American or a raising of the level in Europe ; and when 
this happens, and when cli^p land is not any longer to be had 
in the States, the flood of immigration will gradually subside, 
and Americans must in the future rely on theia own national 
physical and moral strength. 


14 



CHAPTER, X 

GERMANY 

V 

If one may judge from what is knojvn through the Icelandic 
sagas of the ancient Norwegians^ the ancient idea of the State 
must originally have been quite foreign to the Germanic peoples, 
who knew only the folk or fylke, that is to say the tribe, con- 
sisting of the owners of allodial land in a comparatively small 
neighlx>urhood. These were all freemen and equals ; but in 
public matters they followed the leadership of the most high- 
born and wealthy families. The free yeomen were, however, 
in the habit of entering into l5ie personal service of warrior 
kings, such, for instance, as those who led the vikings in their 
raids. When Germanic kingdom^ had been established in 
various countries, the yeomen only followed a long established 
practite, and did not lose caste fiiy entering into the service 
of the King as his bird or bodyguard. Such service conferred, 
on the contrary, rank and honour. The members of the Royal 
Suite considered themselves bound by very strong ties of 
fidelity towards jthe man who had become by their own free 
choice their chieftain. Out of this personal relationship be- 
tween the kings and«their entpurage grew the feudal system, 
which developed during the Middle Ages in such a manner that 
it becime a terrible curse to all the nations of Western Europe. 

The different tribes of Germanic ^cent who founded states 
on the ruins of the Roman Empire, had, at the time of the con- 
quest of th% respective countries, no institutions suitable for 
the ^vemment of large states, no common laws and no proper 
macninery for the administration of justice. Evei^hing 
depended upon the pei^nalily of the conquering chieftain, 
who appointed his own servants to act on his behalf^ and to see 
that his commands frere obeyed in the different parts of his 
'210 
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oountry. Under the ^ry primitive ec^omio conditions 
which prevailed at the beginning of the Middle Ages, the income 
of the State was small, and the King had not much money to 
compensate and reward his men for their services ; so he granted 
them some part of the land of the Crown which had been con- 
fiscated by the conquerors from the previous owners. By 
accepting this grant the Kinff*s servants bnecame also his vassals. 
The land at the disposal of the King being plentiful, he could , 
give those of his followers 'whom he part^ularly favoured bjg 
feoffs or feuds. The vassal^ith his men was bound to follow 
his liege lord in time of war, and do )iis bidding in peace, and 
the bigger his feoff thei^eater was the assistance which he 
could render. But when a Duke or a Count had received the 
grant of the Crown lands in a large district he could not person- 
ally use it all, and to obtain a revenue therefrom he sub-granted 
portions of it to men who entered his service in the same way 
as he had become the servant of the King. These men became 
vassals of the vassal. 

Finally the entire society of the Middle Ages became com- 
pletely honey combid by feudalism. Kingship when first met 
with among the Germanic people was purely a personal and not 
a hereditary matter.* The idea of land as an object of in- 
heritance was, on the other Imnd, deeply engrained in their con- 
sciousness. During the centuries when modem civilizatfbn was 
in the throes of shaping, and ail divine and human laws of right 
and equity were lost and forgotten, when might was right, and 
humanity suffered as it has seldom suffered, before or after, the 
authority of the State represented by the King was by degrees 
almost effaced. By a curious reversion, in this universal 
calamity, to the primitive instincts of thfe hereditary character 
^f*land, the feudal vassals gradually won from the weakened 
Drown the inheritance of tho^ feoffs, which had been originally 
^[ranted them for personal Services to be rendered to the King. 
[Jltimately the feoffs became hereditary, in the female as well 
IS in the male line of descent j-a very important point to be 
vmembered. • 

Not only did the vassals, w^ thus became a landed aris- 
sowacy, thereby di m i n is h the inheritance of the Crowjf dnd the 
xAtical power of the State, but in time of the Club-^law 
vhidi ftfevailed ever3rwhcre and jm evervthinff. the same ads- 
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tocraey thorough!/ enslaved|,the majdirity of the nation, who, 
when not their vassals, became their villains or serfs. Nominally 
the head of the State, the King had no other effective means 
of exacting obedience from rebellious vassals than to make war 
on them — ^if the resources of his allodial estates were sufficient 
for this purpose. At the period when the feudal system had 
been fully developed in Western Europe, the free yeomen had 
^almost completely disappeared. The common people had no 
protection against t^he rapacity and the terrible ill-usage to 
which they were subjected by a ha\jighty, brutal, and incredibly 
ignorant landed aristocracy. 

The Franks, a branch of the great Germanic family of folks 
or tribes, took possession of Northern Gallia and the adjacent 
parts of the present Germany. These invaders, who are de- 
scribed as exceptionally ferocious, must have been few in num- 
bers in comparison with the Romano-Celtic population which 
they subjugated. Under the influence of their surroundings 
they soon developed to a higher plane of civilization than the 
kindred peoples who had remained beyondtthe Rhine. Under 
the Merovingians and the Carolingians they extended their 
sway over the whole of the present PVanct, including Burgundy, 
and also over some of the tribes who lived in the present 
Germany. And the Empire of cEarlemagne flnaUy extended 
from the Pyrenees to the Oder and the Donau, and at Christ- 
mas 800 he was crowned Roman Emperor by the Pope in Rome. 

The Franks amalgamated in a comparatively short time 
with the other Germanic tribes who had settled in France, and 
with the Gallo-Roman population, and a new mixed nationality 
early began to develop in their country. In Germany the 
different tribes or nations had had relatively fixed abodes for 
centuries before they became united under the sceptre of 
Charlemagne. They differed considerably from one another 
in customs and dialects, and each of these tribes had its own 
high-born wd powerful aristo<p:acy ; the chieftain was called 
'whxf had a position parallel to that of the old Norse 
Hem. Charlemagne made i^e of their influence and took 
them hlto his service, making them his great vassab. It was 
only when they rebell^ that he removed them from tbeir 
position aif members of the; Imp^riid organization which he 
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attmpted to create. This arrangement ^tended, after the 
strong hand of Charien&gne had disappeared, to perpetuate 
the separate individualities of the different tribes, because they 
considered their local Hertug, and not the weak Emperor, as 
their real chieftain. Although the various German tribes 
differed much less than the various component parts of the 
nation which was forming in France, they did not become amal- 
gamated because they wcr^ not subjected to a similar unifying 
process. 

The Carolingians followed the example of the Merovingians ; 
looking upon their country as a patrimony they divided it, 
as if it had been privatt? property, among their sons, and the 
mighty Empire of Charlemagne therefore soon fell to pieces. 
By the Treaty of Verdun of 848 his grandsons divided the 
Empire between them thus : Lothar, who had become Roman 
Emperor, received as his share Italy, and in addition the 
narrow strip of Gallia which lies between the Rhine and Rhone, 
the Scheldt and the Meuse; Karl the Baldheaded obtained 
those countries which lay to^the west of Lothar’s part; and 
Ludvig the countries east of the Rhine and the Reus, with 
the exception of the land«of the Frisians which was added to 
the part of Lothar. * 

This arbitrary division did not give what in modem parlance 
would be called scientific frontiers. The Emperor Lothar 
abdicated in 855, and, against his solemn promise to his father, 
he also divided his dominions, giving Ludvig II Italy, and 
his other son, Lothar II, Austrasia on the left side of the 
Rhine, and the provinces by the Rhone: Wallis, Geneve, 
Lyonnais, Dauphine, Provence, Franche-Comt4, Vaud, and 
Savoy. It is this Lothar who has given liis name to Lothringen 
(Lorraine). 

This narrow strip of land.which stretched from the Mediter- 
ranean to the North between France and Germany, 
embraced some of the most fertile and valuable districts of 
Europe. The inhabitants bad for the greater part b^ 
Romanized, and on ethnological considerations these districts 
ought to have formed a part ofithe Romanized France^ whereby 
the Rhine would have,«become a natural boundar}^ between 
that country and Germany. Bui gohim of three iurhident 
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brMsfi this utidt^ned ttrip of Umd^waa givens more tkem u 
ikoueand years ago, a smi-^ndependent eeistenee. The eaiises 
of the Great War may be, at least partially, sou^t in the 
consequences of this Treaty of Verdun. 
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During tl^e subsequent feudal evolution the countries irith 
wjiieh we are Here dealing were split up into a number of smaB 
feudaLestates : the short-lived Kingdom of Arelate, the Duke- 
doms of Burgundy, Lorraine, Luxemburg, Brabant, Flanders, 
and sevdfal others. These were sometimes independent, some 
of ihm were sometimes subject to the German Empire; 

t 
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lometimes th^ were teporated, at other times some or most 
of them were united uMer the ^ame rulcSr, and some parts 
were finally incorporated in the Kingdom of France. 

In 1868 Johan, King of France, granted Burgundy as a 
feoff to his fourth son, Philip the Audacious, whose family 
subsequently acquired by marriage, purchase, or conquest, 
nearly all those principalities which were afterwards known 
as the Low Countries. His house, which had in the meantime 
practically obtained independence and sovereign power, was 
extinguished on the death of Karl '' Le T^m^raire ” in the 
Battle of Nancy, 1477. Tj^e feoffs of Burgundy and Picardy 
were declared to be forfeited, and reverted to the French 
Crown, but the other dc^inions of ^arl were inherited by his 
only child, Marie, who married Maximilian of Austria. Personal 
accident thus played, a second time, a fateful role in the destiny 
of these rich countries, which formed for a long time the most 
valuable jewel in the family possessions of the House of Habs- 
burg, which they had, however, frequently to defend against 
the Kings of France. 

In Germany nqpe of the tSibes had been powerful enough 
to subjugate the other tribes, as the Franks did in Gallia. 
The fact that the G«rmah nation was not in infancy welded 
Into a political and ethnical unit in a strong State, as was 
the case with the other Western nations, has been a determining 
factor in its subsequent historical evolution. 

Charlemagne tried to curb the power and influence of the 
ancient leading chieftains, notably the Dukes of Frankia, 
Saxony, Thuringia, Bavaria, and Swabia. But his successors 
were weak and divided, and when the German male line of 
the Carolingians was extingu^hed, oi> the death of Ludvig 
Bam in 911, the German Dukes had all but regained their 
independence. Nobody could have prevented them from 
declaring themselves so^reigns. Feeling the necessity of* 
holding together, however, they elected Konrad of Frankm 
to be King of Germany. On his death in 9ld, Henry the 
Fowler, Duke of Saxony, waf elected King, and on his deifili 
in 986 he was followed by his son Otto. ^ 

The Crown of Germany remaineol elective, although as a 
rule the successor waif taken &om^ the same family as the 
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Jile King. The great feoffs, on the other hand, gradually be- 
came hereditary. ^This serij^us constitutional weakness would 
probably in itself have been enough to prevent the German 
monarchy from developing sufficient strength to check the 
growing power and independence of the feudal aristocracy, 
represent^ by the great ancient Dukedoms. In addition to 
this inherent weakness of the German monarchy, the great 
misfortune happened to the German nation that the Roman 
Imperial Crown became from the time of Otto, sumamed the 
Q^’eat, united with th^e Royal Crown of Germany, and therefrom 
developed what eventually came tp be known in history as 

“ Das heiuge RfiMis^bnE Reich ^deutschee Nation.” 

Under Otto the Great Germany was for a short time the 
leading .State in Europe. He kept the vassals in subjection 
and fought the Slavs. He also obtained considerable influence 
in Italy, where he was crowned as Emperor in 951. But this 
splendour was only transient, and his successors who vednly 
tried to gain real power in Italy missed thereby the oppor- 
tunity which they might otherwise have had, of consolidating 
the monarchical institutions of ^Germany. « 

The disintegration of the State and the diminution of the 
authority of the King that resulted from the growth of the 
feudal system, proceeded nowhere more rapidly or more 
completely than in Italy. In that country the spiritual and 
political influence of the Pope developed at the same time 
into a constantly more important factor. And in Italy, earlier 
than in other European countries, the commercial cities began 
to grow in wealth, civilization, and political importance. 

The Salic-Frankish House which reigned in Germany from 
1024 to 1125, wasted 'their owp strength and the strength of 
Germany in a vain attempt to combat the growing ascendency 
of the Pope. The idea of the supremacy of the Spiritual Power 
was one which appealed so strongly to the mediaeval mind, 
that the vigorous and proud Henry IV was compelled to 
humble himself, and go in 1077 as a penitent to Canossa in 
cfder to be absolved by the masterful Pope Gregory VII from 
the ex^mmunication which lu^ been pri^aimed against him. 
The strile was renewed iy his successors, but the opposition 
of this house to the Pop^^nded in the most complete failure. 
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In 1188 the Royal ^ern^an Ciown went to a new bo^ 
the Staufen, who retamed tf 1254. their most brilliant 
representative, and one of the most remarkable figures in the 
history of the Middle Ages, was Frederick, sumamed Barbarossa, 
hated by the Italians, but reckoned by the Germans as 
one of their prominent Princes. He was elected King in 1152. 

By his time the cities of Italy had already reached such a 
position of wealth and political power that to subdue them 
proved an impossible ta§k. When Frederick tried to deprive 
the cities of the rights and privileges wj^ich they had acquiaed, 
they combined with the Bope to oppose him. And the fate of 
the Staufers in their prolonged struggle with the Italian cities 
was not less tragie than that of their predecessors who attempted 
to fight the Pope. The cities which represented the idea of 
liberty won a complete victory, and the Staufer family was 
entirely annihilated. 

Thereupon followed what is known in German history as 
the Great Interregnum from 1254 to 1278, during which time 
none of the Emperors was universally acknowledged, and 
nobody had the power to^unite Germany. Even the great 
Dukedoms wer9 at this period subject to a disintegration 
similar to that of the f mpire itself. The mighty Empire of 
Otto the Great waft split up into a great number of virtually 
independent small state^ and no one would any longer be 
the vassal of anyone but the Emperor. It was at\hat time 
that Germany became divided into an enormous number of 
petty states, principalities, and retchsunmiUelbare cities and 
princelings. The exact number has not been fixed, but at 
one time there were more than 850 separate sovereignties. 
Under such circumstances the German nation could not become 
united and develop properly^ lacking^as it did the unifying tic 
•of an all-embracing State authority. 

• 

The feudal system ataone time threatened to put a full stop 
to progressive civilization in Europe, for it was (Jircctly opposed 
in the idea of national government. At thef period when the 
power of feudalism was at its zenith, the King’s writs Vcrc 
not effective within the domains o( his vassals who haS usurped 
the right of jurisdiction, each within his own fe<fff. Modem 
dmicksracy is based u^n the idea fif the equality of all citizens 
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b^m tike bw. To Mitiety this demi^, t^.bw tnM bei^ 
mna in all parts V the country, and admhkbtnktioii mid 
jurisdiction must be carried on under one common and unira^ 
sally accepted authority. From this necessity springs the 
modem democratic conception of national government, which 
is diametrically opposed to the ancient idea of the aristocratic 
City State, and perfectly incompatible with the anarchical 
feudal negation of the supremacy of the State. 

The tendency of feudalism was to split up Europe into as 
mi|^y isobted units as there were knightly castles. If this 
system could have prevailed during a longer period than it 
actually did, progress would have become well nigh impossible, 
because these innumerable small, independent and semi- 
independent political divisions would have become petrified 
and immovable. 

It was £he historical mission of the monarchies in the different 
national states, which were slowly evolved out of the chaos 
of the early Middle Ages, to break up the feudal system and 
to destroy, more or less completely, its power of doing mischief. 

The process by which this change was accomplished began 
at different times in the varioift national ^states from the 
eleventh century onwards, and in the end the monarchy as a 
result of this struggle in most of the Westejrn States of Europe 
became absolute. Most countries still retain, however, plenty 
of evidence of the fact that they hrfve, centuries ago, passed 
through the feudal ordeal, but this is now shown more in their 
social structure than in the political organization. In those 
states where there is still a powerful aristocracy there will yet 
be many a fight before the dominant modem political idea of 
democracy has gained a complete victory. 

In most countries the jielligerent King had long ago secured 
the recognition of the supremacy of the State. In Germany* 
historic evolution, and particularly the connexion with Italy, 
deprived the weakened monarchy of Jhe opportunity and the 
power of crushing the feudal system with its disintegrating 
tendencies. ' , 

The Napoleonic wars swept a^ay to a great extent the 
cobweb bf diminutive principalities which had overgrown the 
body politip of Genikny, hnd subsequent events have stiQ 
mo^ reduced the numbn of petty states. In spite of thb 
the German Epfipire b still made up of not less than twenty-six 
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towns, and the German nation t^iU satfesr^froin neaiiy all the 
eril ooQsequenoes of feudalism and a privileged nobility, 
forming an exclusive military caste. The Germans have stiU 
to learn the significance of the godly words: liberty and 
self-government. 

The result has been that while France, England, the Scan- 
dinavian countries, and a]so Spain and Portugal, can all look 
back upon a really national history of eight or nine hundred 
years’ duration, it was not before the beginning of the ngie- 
teenth century that the Reeling of nalional unity became an 
active force among the scattered parts into which their 
chequered evolution hid divided tnc Germans. 

Count Rudolf of Habsburg was elected Empero^ in 1278, 
because the power of his house was so insignificant that the 
other German Princes did not fear him. He began, however, 
at once to marry his daughters to powerful princes, and in 
the policy of political marriages which has been a characteristic 
of the House of Habsburg, they were for a long time more 
successful than most other dynasties, which all followed the 
same policy. In 1477 l^aximilian married Marie, the heiress 
of the Duke of Burgundy. His son Philip married Johanna, 
the daughter of Ferdinan^ the Catholic of Aragon, and the son 
of Philip, Karl V, unit^ the Spanish Monarchy ^with the 
German Imperial Crown, thus raising the family to the summit 
of its glory. 

During more than five hundred years the House of Habsburg 
wielded a paramount influence upon the destiny of Europe, 
an influence which was always and without exception banrfuL 
This family has been singukirly devoid of gifts ; it has not 
produced one great man during its long and ingl(»nous history. 
Nearly all its members bpve been narrow-minded bigots, cul- 
minating in the criminaldunacy of a Philip 11. During genera- 
tion after generation they have possessed a capacity, amounting 
almost to genius, for pursui^ ^eir egoistical dyDBstic interciti 
without any regard to the welfare of the mixed races bver 
whom they have, by accident, conje to rcign. 

It was a terrilke n^sfortune for the (German natiafl that the 
Imperial Crown gradually, in thcttransition from the IGddk 
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Ages to the Modem Era, became hereditary in the House of 
Habsburg with theft many n^n-German possessions. At their 
door lie the murder of Huss and the full responsibility for the 
Thirty Years* War, which not only devastated Germany 
materially to such an extent that it took the country quite a 
century to recover, but which also threw its civilization back 
for generations. 

How much the German nation had lost by not having become 
united as the other Western peoples, and by not having been 
fre’id from the fetter^ of mediaeval feudalism, can best be 
measured by the final' outcome of .the Thirty Years’ War as 
settled in the Peace of Westphalia of October 1648. The 
sovereignty was thereby formally rccCgjnized of all the princi- 
palities, large and small alike, into which the Empire had been 
broken up. As to the religion which had been the cause, or, 
at any rate, the pretext of the war, it was decided that each 
Prince should have Jus sacrorum; that is to say, his religion 
should, eo ipso, be the religion of his subjects. The peace was 
dictated by foreign Powers, not agreed upon by the Germans 
themselves, although the war had been fought in their country, 
and had been started by the Habsburgs in order to destroy the 
religious liberty of their subjects. 

, Anything more degrading than the terms of this peace it 
would be impossible to imagine. TJiat the Germans did not 
revolt against such monstrosity proves that the intellectual 
and moral development of the nation had at that time hardly 
begun. The Empire had really developed into a Republic of 
Princes. The Bund was represented by the Bundestag, one 
of the most cumbersome and impotent political institutions 
which ever existed. The Imperial Crown therefore did not 
add much to the power of the House of Habsburg, which had 
inherited what little there was left of the German monarchy. 

The Crown had completely failed to make of the Germans 
one nation, as it had also failed to breuk the power of the feudal 
aristocracy. But both the Habsburgs and the sovereigns in 
the many petty states into whjeh the country had been 
divided,^ imitated the monarchs of France during their ascen- 
dency, and usurped ^for themselves absolute powers. The 
aristocrady, and, in the Roman Catholic States, the Clergy, 
obtained from the Sovereigns the most absurd privileges. 
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The Habsburgs mighi have excused their egoistical dynastic 
policy as being necessary for hol(ttng together the mixed popu- 
lation of the many states which formed their family possessions. 
Racial antagonisms manifested themselves long before the 
nationalist movement of the nineteenth century began, and on 
more than one occasion the dynasty was the only chain which 
kept the many countries with different races together. During 
the centuries in which they have ruled, the Habsburg policy 
has developed into the worst despotism which Europe has ever 
experienced, with the most savage suppression of the subject 
races. The Habsburgs u^d first the Spaniards, afterwards the 
Germans, to crush Italy under a tyranny of which it is 
difficult to say whether It was more stupid than cruel, or more 
bigoted than it was stupid ; and they have used, and still ' 
use, the Germans and the Magyars to oppress the 451avs who 
form the great majority of their subjects. At the same time 
they maintain the privileges of the landed aristocracy and of 
the clergy as they are maintained in no other country of 
Europe. Among these privileges is exemption from taxation. 

It might be asked why the oppressed nationalities do not 
revolt and throw off this combined yoke of the Habsburgs and 
of the two dominant racts in the Dual Monarchy. The answer 
is very simple : in a modern military state the army has 
become an absolutely p^ect instrument of oppre^ion. As 
long as the ruler of the state retains the control of the military 
organization, a revolution is an impossibility. In Austria- 
Hungary, in particular, the army has been organized in such 
a manner that for the subject races to try to raise a national 
movement for mutiny in the army is altogether out of the 
question. Long before it would be possible to bring a regiment, 
jiot to speak of an army colps, into open mutiny, the secret 
of the agitation would have reached headquarters in Vienna, 
and the would-be rebels \fould find themselves surrounded and 
shot down by “ loyal, that is to say, German or Magyar 
troops. • 

The anachronism of a reigning house which follows, generation 
after generation, a purely dynastic policy, and whiclwuses two 
dominant races for the despotic suppresiion of a large number 
of subject races, is therefore likely to be perpetuated, unless 
> It must bs ren^embered that tlua *ra written m 1917. ^ 
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mSitififtm itoelf, w^ch has for a long? time been threatening 
to crash the free developmeift of Europe, is broken to pieces 
hy the present war. ' 

A glance at a map of Germany in the seventeenth and eigh- 
teenth centuries shows how hopelessly it had been broken up into 
fragments. Particularly in the West the innumerable principali- 
ties formed a bewildering maze. In most of these petty states the 
history of the ruling families after the Thirty Years’ War reveals 
nolhing but narrow-m^mded coarseness which tried as best it 
could to imitate the absolutism and' immorality of the Court 
of Versailles, and succeeded only in producing a glittering 
counterfeit. Each of the numerous ^all courts created its 
own servile nobility, and the smaller they were the more 
punctiliously did they insist upon an etiquette which reduced 
those who were outside the pale of the nobility to the most 
ridiculous insignificance. These squandering courts required a 
great deal of money to keep up their luxury, and for many of 
them French gold was a regular and ignoble source of revenue. 
Many are the small towns in Germany which were once sovereign 
residences, and which have been embellishecT by their rulers 
during this period ; but this apparent brilliancy was purchased 
at a high cost. The lower classes were oppressed to a terrible 
extent. The rural population had for the greater part been 
reduced almost to bondage; trade and industry could not 
flourish, because each petty Sovereign had the power of impos- 
ing duty and customs barriers at his frontiers. The monetary 
systems differed, and the currency was frequently debased. 
1%e laws differed in the hundreds of principalities or towns, 
and there was no Imperial power which could create great 
public roads or other means of dbmmunication from one part 
of the Empire to another. It is characteristic that it was not 
until 1767 that the Rhine became^ a “free” river. At the 
end of the fourteenth century there^'had been not less than 
sixty-two customs stations on that waterway, at each of which 
the traffic was l^eld up to pay toll. And several towns^ as 
Cologne,iMainz, Speier, and Strassburg, possessed the so-called 
itapef rig^t, which itf^ant*that'’ goods going up- or down- 
itream had to be landed at these places and offered for sale^ 
bd^ beinff allowed tOcPifSS to their destination. The stapd 
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Ki|^ of Cologne was iiq| abolished until 1881, when nnvigatkin 
(m the Rhine was at last made q\Mte * 

In addition to these many obstacles to the nati<mal unification 
of the German people— the disintegration of the country, the 
naiTow*mindedness of most of the Sovereigns, their stupid 
despotism, the oppression of the lower classes, and the barriers 
to internal trade — the nation has suffered greatly from the 
cleavage which the Reformation caused, and the unholy settle- 
ment of the Peace of Westphalia. As regards religious intoler- 
ance there is not much to choose between Roman Catholicipm 
and orthodox Lutheranisgi, the latter A)eing one of the least 
spiritual and most dogmatic of thj great Christian Churches. 
% 

From a very <*larly period in their history it is recorded of 
the Germans that they were diligent students of t^ learned 
sciences, and this studious habit they have always retained. 
The German nation, nevertheless, has hardly created one of 
the great ideas which have made epochs in the evolution of 
European civilization, either in philosophy, in the arts, with 
the single exception of njusic, or in engineering or other 
branches of industry. The Germans would therefore seem to 
be singularly lacking in, the creative faculty of imagination, 
but to possess rather a great capacity for absorbing the ideas 
of others, and for developing them further. 

Self-government is the most important manifeslation of 
human culture, for it is the indispensable basis of all progressive 
activity by society, and it presupposes some of the highest 
virtues — love of liberty, respect for others, willingness for self- 
sacrifice. As the Germans have never been able to reach the 
stage of self-government, there must be something very 
essential lacking in their intellectual *and moral constitution. 
This feature is probably connected somehow with their lack 
of imaginative power. , 

The Germans have jiossessed a faculty for obedience to 
thdr superiors, nearly akin to genius, but it is accompanied by 
an arrogant disregard for t^ose who have b6en wecdcer than 
themselves. During their whole history they have treftted 
other nations badly when they hfive l^n strong enough to 
do so. It will be suffi^ent to mention the brutal pdtfcy of the 
Hansa, and the barba^us behaviour in Italy of the German 
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EmperoTB from the Middle Ages, or thertreatment of the Danes, 
the Poles, the Slavs^ the Frenjph in Alsace during our own time. 
The same trait characterizes the relation within Germany 
itself between the nobility and the other classes, between 
employers and employees, and even between officials of a 
higher grade and those of a lower. The Germans have therefore 
always been disliked by other nations with whom they have 
come in contact. 

^ust as it was a misf<jirtune for the Germans that the Imperial 
Crown finally fell to the lot of the TIabsburgs, so it has been 
an immense gain to therp, and indirectly to the whole of 
Europe, that the House of Hohenzollefn was transplanted from 
Nuremberg to Brandenburg ; for when the Germans could not 
work out-^their national salvation for themselves, it was neces- 
sary that a masterful dynasty should do it for them. On July 8, 
1411, the Emperor Sigismund appointed Friederich, Burgrave 
of Nuremberg, to be obersten Hauptmann und Verweser, 
that is to say. Royal Governor of the Mark of Brandenburg, 
in recognition of his great services, to the King and the Empire. 
And on April 80, 1415, after Friederich had further greatly 
distinguished himself in the public service, the Emperor 
granted him as a feoff the Margravate of Brandenburg with 
the Electorate. From this latter date the Prussian Hohen- 
zollems reckon the beginning of their House, which could 
therefore, in 1915, celebrate its 500th anniversary. 

History offers many examples of personal accidents which 
have changed the trend of evolution, but it will not be easy 
to find a more poignant instance than that of the Hohenzollems 
of the paramount influence which a single family may, under 
favourable circumstances, exeiVrise upon the destiny of ^ 
country when they follow persistently a dominant idea during 
mafiy generations. This absorbing idea of the Hohenzollems 
has been a never-ceasing ambition Ito increase the power of 
their dynasty* There is nothing in their history to fire 
enthusiasm, or \o remind one of an Alexander, a Csesar, a 
Charlemagne, or a Napoleon. Even Frederick the Great can 
hardly be reckoned > 4 ^ a geniu4 when compared with such 
giants. When it is remembered, however, what a small, poor, 

and badly disordered C 9 Uhtry the Mark of Brandenburg was, 

^ - • 
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when the Hohenzollemf took it in hand, one cannot help 
admiring the dogged pertinacity| of the dynasty which has 
succeeded in moulding Prussia, inlmany respects, into a model 
kingdom and which has accomplished single-handed the 
remarkable feat of creating a United Germany. 

Many of the means which they have employed must, from 
a modern West European political and moral standpoint, be 
condemned ; but there arp certain things which ought to be 
remembered in justice ,to the Hohenzollerns. All other 
dynasties acted, in the period from 1500 and far into our oyn 
time, on the same cynieallj^ egoistic prin/iples, and their unifica- 
tion of Germany has taken place recently, while the other 
Western States were united at a time when Europe had not ^ 
yet come out of the barbarous stage. If the other countries 
had gone through the unifying process in the modQjn era, it 
would probably not, any more than in Germany, have been 
completed without recourse to violent measures. 

At the end of the Migration of the Peoples, the countries along 
the southern coast of the Baltic, from the Elbe eastwards, 
were occupied by Wendic and other peoples belonging to the 
great Slav family. Charlemagne established by the Elbe 
several “ Marks ” ander Margraves to defend the frontiers 
against the Slavs. Out o^ these the Mark of Brandenburg has 
grown. 

By missionary work, by peaceful trade, and by many small 
border wars, the German influence was gradually extended 
eastwards. In the twelfth and thirteenth centuries there was 
a constant and very considerable immigration into the Slav 
countries east of the Elbe of German and Flemish colonists, 
who by their superior culture supplsciited the sparse Wendic 
^pulation, which was either exterminated or sank down into a 
suppressed class of landless cottagers who became villains. 

A mixture of blood took filace, however, in these East Elbian 
countries which also extended to the upper classes, and which 
has produced a most remarkable mixed racC, quite distinct 
from the other Germans, and which is particularly ^ticekble 
in the Mark of Brandenburg. TJiis mj^ed race is realistic 
and practical, not n^ch given to idealistic emotWhs. The 
remarkable systematizing and organizing capacity which is 
15 
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popularly ascribed to the entire Germaf nation, is more'chaiae* 
teristlc of the Prussians, or, rather, the Brandenburg^ans. A 
curious parallel is to be fouip in the Bulgarians, who po^^ess 
many characteristics akin to those of the Prussians* -The 
Bulgars, of Finnish stock, were few in number, but they have 
transformed the soft and emotional Slavs, with whom they 
amalgamated, into a singularly hard-headed people, of a dogged 
pertinacity, but with not much amiability about them. In 
both cases the softer traits of the dreamy Slav nature have 
beCn, as it were, transmuted into their very antithesis. 

The colonization of the countries east of the Elbe was sys- 
tematically encouraged by the AscanisJ^i Margraves of Branden- 
burg, who, like all the contemporary princes, were eager to 
increase ^eir dominions. The actual organization of the coloni- 
zation of the open country and the foundation of towns is 
described by Otto Hintze thus. An enterprising man (locator) 
offered the ground landlord, the Margrave, to found a Dorft or 
village. A sufficiently large tract of land was given to him, 
on his undertaking to find German settlers for it. The land 
was divided into a certain number of Hufi, of which the 
locator received two to four for his trouble, while the others 
were given to peasant settlers. When the settlement was 
completed, the locator became tho^ SchulzCt or local magis- 
trate of the village. He held his land free of tax, but with the 
statute duty of doing “ horse ” service in time of war ; the 
peasants had to pay a moderate yearly rent (ceTisus)^ but other- 
wise they were free men, and possessed an Erbzinsrechi; 
that is to say, the land, subject to paying the fixed rent, was 
hereditary in their family. 

The towns were founded in airanalogous manner, only they 
were generally founded not by one locator, but by what might 
be styled a syndicate of enterprising people. One of these 
became the Schuke^ or town magistrate. In the towns the 
householders bad to pay a house rent from which the Schuhe 
was^exempt. 

In the country villages the old German Gewannein* 
ieihing ws the gei«»val rule, v^ch was something similar 
to the s^ existing Russian Mir organization. The arable 
land consisted of seve^« Separate large areas, the Gewamw^ 

‘ t ^ 
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of whidi each peasant ih the village posseted a strip, so that 
the arable land which composed each Euf was scattered, 
and very far from forming a confpact and distinct farm. As 
each peasant was compelled to pass over the fields of his neigh- 
bours in order to reach his own strip of land, it followed from this 
Gmengelaget or common ownership of the ground, that the 
field work, ploughing, sowing, and reaping, had to be done by 
all participants jointly under the direction of the community. 
This Flurzwang, or the necessity of joint field work, precluc^ 
all individual enterprise, and made it necessary to retain tne 
time-honoured form of Cultivation, tne Dreifeldenoirtschaft, 
or the practice of three shifts : one lyear winter, the next year 
summer com wjs gro^m, while the field lay Brache^ r/F 
fallow, in the third year. A part of the land which belonged 
to the village, particularly the forests and pasturd^s, were 
“ Commons,” and were used by the village as a whole, and not 
by individuals. 

Apart from the peasants, Knights (Ritters), or Squires, 
fiflso lived in the villages. Some of these Knights may originally 
have been feudal ground landlords who had caused colonization 
on their own initiative, but others, and probably the majority, 
were originally servants of the Margrave, and not men who 
belonged to the high-bom nobility, the only people who, under 
the mediaeval feudal systdln, were looked upon as rdhlly free 
men. The land of the Knights was in any case originally in- 
cluded in the Gemenge with that of the peasants, but 
their possessions were generally somewhat larger than those of 
tile majority of the peasants, and for the cultivation of their 
land they used cottagers (Laten) who were compelled to 
do Frohndienste or villain service for thqpi. 

Jxi the thirteenth and fourteenth centuries the influence 
of feudalism began to produce a universal change in the political 
situation of the country, a&d in the position of the peasants 
and their relation to the Knights. 

The Landeshoheit, or the supremacy of ^Be Sovereign 
or of the great vassals duringithe Middle Ages, was shown by 
both administrative and judiciary functions which i#re not 
clearly separated. The power of administering justice con- 
tributed under the primffive conditions not a little to the in- 
come of the Sovereign, (lecause the fin^ Vere whoJJy or paitly 
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foifeited to him. ft was a common ^ractme to 
of these fines in lieu of salaif to the G)unts or other semnts 
of the Sovereign, who presidfjd on his behalf over the courts. 
The secular court servants of the Margraves (ministeriaks) 
were taken from the middle of the thirteenth century mainly 
ftom the Knight class in place of high-bom vassals, who did not 
undertake such functions except as a feoff. 

This was an improvement, becaush it seemed to promise the 
or^nization, outside of feudalism, of a regular Civil Service 
under the direct contro| of the Sovereign, particularly in regard 
to the judiciary functions ; but there Vere numerous exemptions 
from the authority of the sheriffs of the Sovereign which gradu- 
^ly quite undermined their local status. Tjfiis was the usual 
institution which is generally called “ Immunity,’* 
by which the authority of the Sovereign was expressly excluded 
from the domains of an ecclesiastical foundation, of a Bitter 
estate, or of a town community. The discharge of the func- 
tions of the Sovereign was as a privilege ceded by the act of 
immunity to the possessor of the domain as an hereditary 
right. This undermining of the German Empfre for the benefit 
of feudalism also took place in the Mark of Brandenburg, 
and attained to very large dimensions. , The result was to 
create patrimonial authorities in town and country, who 
exercised' judiciary and police functions not as a public duty, 
but as an hereditary proprietary right. 

To the mediseval mind it was quite natural to class a sovereign 
right which yielded a revenue among those useful things which 
might be disposed of, by sale or otherwise ; and because the 
Margraves were in permanent need of money, the sheriffs’ rights 
were gradually acquired in nearly all the villages by one or 
more Knights, who exercised the sheriff’s functions. Wherc^ a 
Knight became the ground landlord and judge, there was 
naturally an end to the independency of the village community : 
the Erbschulzef who was subject to the Margrave, became a 
Setzschuke appointed by the ground landlord as the repre- 
sentative of Ms delegated sovereign power, and as lead» of the 
commuiiity which ^epended on,the Flurzwang. 

In t]t9 towns, which were mostly small and unimportant, a 
similar development tcwjc place. They became practically 
independent by purchasing from the* Margraves the market 



ptlvOege^, elc,,«tid tlifi fidiciarypowm, ortiiey became sabjeoi; 
to Knights. In most of the tow^ patri(^ rule in the hs^s 
<rf a few wealthy families was, hpwever, gradually developed. 
The patricians formed a wealthy merchant guild in opposition 
to the guilds of artisans, which led to frequent disturbances and 
not seldom to revolutionary upheavals. Only the guilds par- 
ticipated in the election of the town council; there was no' 
common representation of4;he citizens as such. 

Both the open country and the towns had thus been in the 
main withdrawn from the sovereign power of the Margraves, 
which produced a nearIy#total dissolufion of the old adminis- 
trative organization, and ended in tlie anarchy of the fourteenth 
century. 

The income of the Margraves in the Ascanian time cop^ted, 
besides the revenues of the crown lands and the^f^alia, of 
taxes, the so-called Bede {precaria, petitio, exactio), which 
may have been in their origin a more or less voluntary donation, 
as the terms imply, but afterwards became a regular contribu- 
tion to the expenses of government. On the occasion of a 
special demand for an extra Bede in 1280-88, to ransom the 
Prince, the Margrave was compelled to negotiate with the 
Knights and some of the l:owns. They demanded that irregular 
Bede should cease ; the vassals and towns agreed to pay a 
fixed yearly amount, and*in the future no extraordinary BeSe 
should be levied except in the case of some great public calamity. 
This the Margrave had to promise on his oath. Should this 
oath be broken, the vassals reserved to themselves the right 
to offer armed resistance. This agreement was particularly 
advantageous to the nobility and the Knights. The Knights 
and their esquires were entirely exempted from the Bede for 
the land which they personally tilled, to the extent of four to 
six Hufs ; if they used more land they agreed to pay the tax 
on the additional area. It was further conceded to the Knight 
landlords (domini bonorufh) that their servants {subditi vasal- 
lorum) should be exempt from statute labouj with horses in 
time of war. This pubhc service of the subjects was probably 
at the same time converted into private statute labqi^r for the 
landlord. It may be conjectured that thfs is the hi^ric-legal 
foundation of the villflaage of the peasants which afterwards 
developed in such a t^ble manne:^. - 
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To sell the Bede was declared illegal tor the future, with the 
significant exception that it was lawful for a person who was 
bound to pay Bede to comn|ute this obligation by paying a 
fixed sum. 

There was a certain amount of jealousy and antagonism 
between the country nobility, with whom the Knights had 
become amalgamated, and the towns ; and no general estates, 
consisting of the clergy, the nobility, and the town citizens, 
had as yet been evolved. (In this summary of the evolution 
of Ihe Mark of Brandenburg I have followed Hintze.) 

r 

It was this disintegrated «borderIand, rapidly decaying, with- 
S^lt internal order, and without strength tp manifest itself 
exteru^Uy, which was given as a token of Imperial gratitude 
to the d^grave of Nuremberg. 

In his introduction to the history of the Hohenzollerns, Hintze 
says : “ The Mark of Brandenburg may be looked upon as 
the real kernel of the State which the Hohenzollerns have 
founded, and in many respects one may place by its side the 
old Prussian country of the Knights of the Sword ; but the 
trend of expansion which has produced the Prussian State 
did not come from the nature of these p|;incipalities or their 
inhabitants. It is, on the contrary, due to the dynastic ambi- 
tion of the Princely House which has forked during five hundred 
years, with varying fortune and merit, but upon the whole with 
exceptional political ability and purpose, in order to create on 
North German soil a State power, which in our time has become 
so strong that it could give the German nation the impetus and 
basis for recovering its State unity.” 

I am not going to take the reader in detail through the long 
history of the evolution of the Prussian State which is so well 
known. But I will attempt to sho^ how the social structure 
of this State has been moulded in an Ominous way by the policy 
of the Hohenzollerns. 

TJieir first important task was tQ. restore their newly-acquired 
land to i^-5 old power, and give it anew an ordered government. 
At the oqfset they ^re met with determined opposition from 
the Nobility and the Knights, who had by that time become 
absorbed in the nobility^aliH from the tofns. They eventually 
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succeed in crushing Ihe insubordination of the vassals mid 
the Knights, but to conciliate them they 'gradually conceded 
to the East Elbian aristocracy-pthe Junkers as they were 
afterwards called — an almost unlimited power over the peasants, 
who were not only reduced to bondage, but who had also in 
course of time to give up to the Knight-landlords the greater 
sharc’^of the land which had been their heritage. This is 
the origin of the extensive Rittergiiter, or aristocratic estates 
in East Prussia. The 6pposition of the towns was likewise 
crushed, which resulted in fettering the liberty of the citiz^s ; 
and by the^mercantilislac policy winch the Prussian rulers 
followed in a ruthless manner, tl^ey undermined the spirit of 
individual entcrgrisc. * 

At the same time they succeeded in creating a moreeftCfent 
and more economical Civil Service than existed ij^^y other 
European State, and although their aggressive policy cost 
much money, nearly all the Princes of this house thoroughly 
grasped the fundamental financial principle that to obtain 
a large revenue in a poor country it is essential that the 
taxation shall not be so h#avy that the productive capacity 
of the country is thereby impaired. 

One more point must be considered. The Margraves made 
themselves the heaS of the Church, and this being stiff orthodox 
Lutheranism, the spirituifl life of the nation was degidedl ) " * fi (J t“ 
strengthened by this arrangement. 

The power of the Margraves increased in proportion as 
opposition was overcome, and ultimately their successors, 
the Kings, attained to absolute power. The aristocracy who 
had in the meantime become the obedient servants of the 
Prince, imbued with strong monarchical and martial instincts, 
•were permitted the right 6f flog^ng recalcitrant peasants. 
The town citizens were closely fettered by the narrow-minded 
guilds or the bureaucratic state regulations of the Manufac- 
turen. Free thought wsCfe stifled by the Church. Not a very 
brilliant society I • 

The chief aim of the thri^y internal policy*of the Margraves, 
and the equally thrifty Kings, was to obtain therebj^the means 
to carry out their foreign policy of aggrandizement which, 
under the then existing conditions, of necessity was a policy 
of constant aggressiye warfare. The^irmy was their first care. 
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ttrmy. ^maGennanpoii|tof view^ theiosialtaQft^ 
have abundantly demonstrated that it was, under the given 
circumstances, the right one. A long series of aggressive ware 
have been waged by the Margraves and by their successors, 
the Kings. These wars have nearly always been followed by 
extensions of the territory of the Brussian State, until finally 
King William could humble Austria, ^ith the help of Bismarck, 
Mipltke, and Boon, and crush France, so that he could be pro- 
claimed Emperor of the Germans at Versailles. 

During the last three o^ four hundred years* the rulers of 
JPrussia have constantly been under^the obligation to defend 
tn^n*r^es, both in the West against France — a consequence 
of the a|^^ement of Verdun in 843 — and in the East against the 
Slavs ; first Poland, afterwards Russia. Very often, too, they 
have lived in open or concealed enmity with Austria. It has 
been the habitual policy of the Hohenzollerns to take the 
offensive whenever they believed, or desired, a war to be 
imminent. « 

Such a policy, when continued during centilries, must in the 
long run create in the minds of the citizens the feeling that wars 
are unavoidable. That being so, it is not difficult to understand 
the i/iea that wars of aggression are justifiable could take 
a firm hold of the subjects of the Hohenzollerns. The attitude 
of the Germans on this question since the outbreak of the present 
war, which has so greatly shocked other nations, had been 
inculcated into them by their rulers. 

As it would seem that the Germans have by nature hardly 
any aptitude for self-government, it is not to be wondered at 
that ^ey have without any qualms acquiesced in absolutisn;, 
when the Hohenzollerns, who have practised this form of 
government, have thereby obtained^ for them what they con- 
sider to be such happy results. 



In the 885 ydars between the enfeoffment of the Burgrave 
of Nuremberg with the Mark of Brandenburg, and the year 
1800, thellohenzollekis had* accoVnplished great things. They 
had become Kings with absolute power. Their State had 
increased beyond recognkibn in area ^nd population. The 



ijthougfa still oknpafativ^ljr poor, h$i mde oomdoi^ 
able economic progress. Prussia, which* had just passed 
relatively unscathed through the S|yen Years* War, had thereby 
won a certain position in the polity of Europe, being the second 
Power in the German Bund next to Austria. 

This long past had, however, only been a preparation for 
the much more powerful happenings during the nineteenth 
century, which were destined to raise the Hohenzollems to be 
the rulers of a United Germany, ranking as one of the Great 
Powers, and Germany herself to be one of the foremost industrial 
countries in the world. • 4 

To understand what Germany stands for to-day, her history 
in the last 116 years mflst be always considered in contra^ 
with the great revolution in France, and the more 
evolution which has gradually changed England ijifcoa rela- 
tively democratic State. 

The monarchy of France had broken the feudal system 
hundreds of years before the Hohenzollems became connected 
with the Mark of Brandenburg, and had thus created a national 
State; but they had allovied the aristocracy to retain its 
privileges, on condition of their absolute surrender to the King. 
The French aristocracy* abused their privileges, as do all 
aristocracies when not prevented by very strong popular 
safeguards. Uancien rlgHhie fell to pieces because tlie Kiflgsf 
losing all grasp of realities under the curse of their despotism, 
had permitted the aristocracy to oppress and harass the lower 
classes most shamefully. At the same time the French Kings 
had not been strong enough to prevent the Gallic mind, more 
fertile in its imaginative power than that of any other European 
people, from creating new life-givinp ideas of Liberty and 
biquality. These ideas permuted slowly to the lower classes, 
and created a universal feeling of abhorrence of the foul injustice 
which was being perpetrated upon the people. 

If the Court had not bein so hopelessly incompetent, France 
might have been spared the anarchy of the Revolution with its 
Period of Terror ; and if t^e French people had been less 
logical in their mental constitution, the Revolution njjght fiave 
brought them more real freedom, and thej^ might havj escaped 
the Napoleonic Csesarissi with all its evil consequences. But 
the world would have; been the pobfer^; for in that case the 
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revolutionary ideas would not have beW so perfectly hammered 
out that they can shine for ever as beacons for humanity on 
its march upwards to higher and higher planes. 

The England of the beginning of last century was far from 
being a democracy. But ever since Magna Charta it had been 
progressing, slowly but steadily, towards a constitutional 
organization in which the government of the people by the 
people might in the end be realized*; and it had forged for itself 
through endless struggles of many centuries an instrument by 
^ich reforms were obtainable by legal means. The power 
of the State lay in the \iands, nomirially of the people, in reality 
of two aristocratic parties ; the franchise was greatly restricted ; 
^tten boroughs played by far too^great s^rdle. The fate of 
the'^^^ntry was nevertheless decided at the polls. The con- 
sciousn^^ of this great fact has sufficed to maintain in England, 
even in her darkest periods, the spirit of liberty, and the electors 
have successfully used their power to do away with abuses, 
although only piecemeal. The turning-point in modem 
English history was the great Reform Act of 1832, which has 
been followed by many othersi among them not the least 
important being the repeal of the Corn Laws. The history of 
England since 1800 has been a constant rpcord of the practical 
and more and more complete realization of the idea of liberty 
mid justice, one form of liberty beihg Free Trade, which means 
much more than merely the abolition of prohibitive customs 
duties. The root idea underlying Free Trade is that of the 
right of the individual to full independence in all his economic 
undertakings and relations. In other connexions I have 
pointed out that this principle is not logically carried out as 
long as landlordism, a remnant from the feudal system, is still 
maintained ; and in England where there has never been a«y 
tendency, as in France, to carry ideas to their logical conclusion, 
society is still hampered by a gre*at many similar anomalous 
survivals. 

In different .ways, in accordance with their individualities 
and idiosyncrasies, France and# England have moved during 
the lastjiundred years in a moral and political direction tending 
to create an enlightened public opinion, and to place the safety 
of the State to a constantly growing extent under its supreme 
control. 
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The starting-point of Prussia in 1800 was not a somewhat 
fantastic Republican renewal as in France, nor the Constitu- 
tional Parliamentarism of Englancj, with all its imperfections 
and shortcomings, but the political conditions which had found 
their most complete expression in the enlightened despotism 
of Frederick the Great. 

The Hohenzollerns had given their country State unity and 
a well-ordered, though rather pedantic government, but not 
social justice. The German nation outside of Prussia lived 
under a dispersion which did not make a good breeding-grouiti 
for great idcjlistic thoughts. The rfiany absurd barriers 
prevented business on a large scal^, the universal despotism 
precluded enlighteyed political activity, the whole atmospherg.-^ 
became sordid and narrow-minded. 

Only one idea had taken firm hold of Prussian consciousness, 
that of war, and their history had taught them to look upon 
aggressive wars as fully justified if only they were successful. 

When Napoleon began to hurl his legions against antiquated 
monarchical Europe, the Princes of South-Western Germany, 
instead of courageously unitisig against the invader, became, 
from pusillanimous fear and sordid egoistical motives, his 
subservient vassals. ^ It is characteristic of German opinion 
that even Goethe was fascinated by the marvellous genius of . 
the new Csesar, • • 

The policy of Prussia vacillated because the King tried, bs 
long as possible, to remain neutral. This proved in the end 
to be an untenable position, and at Jena it was demonstrated 
that the military system of Frederick the Great had become 
obsolete. The humiliated Prussia, which had lost all its Western 
and part of its Eastern provinces, was forced to contribute its 
c(»itingent of soldiers to la grdkde armk, at the head of which 
Napoleon marched against Moscow. 

In this hour of its greatdfet danger, when the Prussian State 
seemed on the point of fitter collapse, it was saved by its 
citizens, who rose as one man to defend the Fatherland. The 
weak King at last complied ^ith the patriotic entreaties of his 
late heroic Consort, Queen Louise, when he placed lymself in 
1818 at the head of his people ill arms.* And at Jl^aterloo 
the English and the Pnwsians put a final stop to the career of 
the little Corsican. 
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It was the divided Gennan natibn which had fought the 
Emperor and w6n the victory, almost in spite of their many 
rulers ; and the peoples of the different states demanded as 
their just reward a modest share in the direction of their own' 
affairs, some relaxation of the fetters which absolute govem- 
nents had placed upon their patient shoulders, the redress of 
he most crying social evils from which they suffered. Wise 
lounsellors of the Prussian King, as Freiherr von Stein and 
lardenberg, had strongly urged reforms, and some of the 
rightened Sovereigns had promised, during the dark period 
>f the war, to give tiheir people a constitutional government, 
’n the South of Germany the thundering message of the French 
levolution had aroused the conscience of some of the best 
StJji^ts in the people, and a spiritual movement was started 
vhiclrasDired to the liberation of their nation in a united State. 
This movement was doomed to failure because of its grotesquely 
inpractical leadership. Many Southerners began at that time 
x> look to Prussia for the realization of their dreamy hopes, 
>ut they received scant sympathy from the unemotional North. 
The King of Prussia did not pbsolutely break his promises, 
jut the Constitution which he ultimately granted as an act of 
•oyal grace, only gave his people the semblance of political 
ights. The small concessions to popular wishes were nullified 
UT” the ^institution of the Herrenkaus, the tripartite franchise 
iccording to census, and the public poll. The power of the 
Funkers was rather strengthened than otherwise by the new 
Constitution, and a result of this was that the urgently needed 
reforms of the land laws were not carried through, and the 
ibolition of the bondage of the peasants was completed in such 
ji way that the majority of the peasants, some 100,000, gave 
up their land. The Junkers lippropriated it and replaced ihe 
previous occupants by labourers. Thereby the landed property 
of the aristocrats was greatly increased about the middle of the 
nineteenth century. In the Prussian State the influence of 
the landed aristocracy is still the dominant factor, next to the 
King of Prussia, who not only .reigns but also governs ; and 
in"^ the last instance the royal will is as absolute now as it 
was in the period bf Frederick the Great. 

In 1848 a street tumult broke out in Berlin — ^it can hardly 
be described as a revolution— but somq further concessions had 
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to be made to popular political demands ; they did not, how* 
ever, go far enough to alter the fundamental fact that the King 
was and remained the dominant power in Prussia, particularly 
in everything appertaining to the^organization of the army. 
The explanation of the futility of this attempt to obtain real 
political liberties is, that the idea of a strong fighting monarchy 
had taken such a hold on the public mind that in a serious crisis 
the people shrank from going to extreme measures against the 
Crown. Instinctively it Was felt that a strong monarchy was 
a necessity for their State, on account of its geographical por- 
tion ; and besides, as long a| the King hel^ the military organiza- 
tion in his han^s, a revolution was an impossibility. 

As to the German Empire, Das heilige R'dmische Reich 
deutscker Nation, it continued its moribund existence 
the figment of a political assembly, the Bundestag at Frrfnkfurt. 
Napoleon had brushed away in his ruthless manner some of 
the dry leaves of petty German Sovereignties, but enough 
remained, 'and to spare, for continuing the sorry dismemberment 
of the nation. Modern life-giving thoughts of national unity, 
liberty, and progress could not^possibly thrive in such a country. 

As if all this f^ere not sufficient to prevent the realization 
of the popular aspiratiofts, the sinister influence of Austria 
strengthened all the petty Sovereigns in their reactionary 
opposition. That cynical statesman, Metternich, wjio 
the Holy Alliance “ a sounding nothing,” had a genuine fear 
of the introduction of constitutional ideas in the conglomera- 
tion of states of which the Austrian Empire consisted, and to 
combat such ideas elsewhere, more particularly in Germany, 
was the great aim of his policy. 

He also feared the tendencies, which could not be ignored, 
towards a reconciliation of the different German small States 
to Prussia, and he worked with great skill and subtilty on the 
racial and political antagonism of the South Germans against 
Prussia, as well as upon^he sordid dynastic egoism of the 
Sovereigns in the many petty states, who fecgred both the 
liberalism of their subjects and the growing power of Prussia. 

Nothing, however, could in the long run prevent the ^Ireat 
and inspiring idea of the unificatioivof the German nation from 
steadily taking a firmer hold of the masses. It must be re- 
membered that the Nationalist mov^mejit was one of the most 
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indMy diffused and active political cideas of the nineteenth 
centi^; and among serious German politicians, belonging 
to different states, the conviction was growing that the desired 
goal could only be gained dader the leadership of the Prussian 
Crown. 

The antagonism between the two great German Powers, 
Austria and Prussia, therefore constantly increased. Under 
Such conditions King William, not unnaturally, considered 
it nothing less than his duty to increase his army, both in 
numbers and efficiency, but he was met by a stout opposition. 
l4ie Diet wished to use the occasion to strengthen its political 
power ; the Crown, making use of a flaw in tho Constitution, 
decided to carry out the army programme which had been de- 
^id^upon, in spite of the refusal of the neccbsary votes. 

ItWs at this serious crisis that Bismarck took the helm 
of State Si his strong hands. 

It is characteristic of the man and the State, that he inaugu- 
rated his foreign policy by an attack, jointly with Austria, on 
Denmark, in opposition to the popular desire everywhere in 
Germany for support of the Augustenborg pretender. ‘In the 
imbroglio which followed about the questior of dividing the 
spoils of the Danish war, the tension between Prussia and 
Austria threatened to reach breaking point. Following the 
^j^n^ple of Frederick the Great, ^ismarck induced the King 
to forestall the inevitable by an attack on Austria. The cam- 
paign was a short one, not more than a fortnight, and at Sadowa 
Austria was finally driven out of Germany, and the Bund was 
dissolved. The superiority of the Prussian army was again 
brilliantly vindicated. Those of the smaller states in the 
North, which had openly opposed Prussia, were incorporated 
in that State, and secret 'arrangements were concluded with the 
rest of the German Sovereigns. 

Thus strengthened, Bismarck could follow his machiavelian 
policy of goaing the Emperor NapqJjeon on to an attack which 
was an essential condition for uniting Germany according to 
his theory. f)6spising in his Junker heart the idealistic but 
frothy popular aspirations for thi unification of the country, 
he dedai^— which uvas slsp characteristic of himself and the 
gtftte— that it could only be attained by a policy of BhU 
^and Eiien* 
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Aa a RedlpolUiker he% seldom miscalculated^ and the war 
wMk France, which Napoleon had declared ^n^July 15, 1870, 
developed, under the strategical leadership of Moltke, quite 
as Bismarck had anticipated* Already on September 2, at 
Sedan, the French defence was practically broken, although 
the Peace of Frankfurt was not concluded until May 10, 1871. 

Bismarck did not make mistakes as a Realpolitiker ; that 
is to say, he generally gained his immediate objectives. Both 
his political strategy and hiS tactics were firstrate, when con- 
sidered from the point of view of the vanishing statecraft of 
past ages. But his own temperament, his social milieu as a 
Junker, and th^traditional f)olicy of the State which he served, 
prevented him from understanding tlie new liberal ideas which 
were destined to regulate in the future the social and poUti^" 
life of modern states and the international relations cnthe 
modern world. He was, let us hope, the last great Sfatesman 
who was moulded by the ideas which governed Europe in the 
transition period between the decay of feudalism and the dawn 
of the modern democratic organization of the States of Europe. 
To him there was nothing abhorrent in the idea of beginning an 
aggressive war for^he furtheraRce of his own schemes ; neither 
did he feel the sinfulness qf tearing away, by a successful war, 
districts which had beaome an integral part of another country, 
France. To him the divine^ right of the Kings of Prussi^A 
govern their people according to their royal ideas was a settled 
matter, clear as the sun at noon. Considering the Constitution 
not as the natural right of the people, but ^s a practical exped- 
ient which had been adopted in a moment of necessity, he did 
not scruple to use the political factions in turn as a means to 
carry out his policy of the day. Did he not hold his high posi- 
tion by the confidence of his Master ? «Neither the Reichstag 
of the Empire nor the Prussian Diet had the power to remove 
him ; then why should lie seriously treat them as if they really 
were, what they pretended tojbe, the exponents of the will of the 
people ? The will of the people, forsooth ! it should not prevail 
further than he, Bismarck, and the Emperor-King thought 
was good for the interests of th(|dynasty and — ^a long way after 
— ^for the people themselves. t ^ • 

If anyone is inclined to call this a travesty of BismaiBk and 
German politics, let him ^nder uponjthe refusal to reform the 
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Prussian franchise, the anti-socialbt legislation, the Kv^r* 
katnpf^ the Prote 9 tionist policy, and, above all, upon the con- 
stant increase of the army, the upholding of the aristocratic 
military caste, of the military duels— in short, let him study the 
Bismarckian policy of Blut und Eism in all its internal and 
external consequences. The mailed fist as prepared by the 
Hohenzollerns during five hundred years, and greatly strength- 
ened by Bismarck, was a direct denial of all the ideals of the 
modern man, a permanent menace to all peaceful countries in 
Europe and the other continents, and it was the throttling of 
tne right of the German nation to govern itself. 

On several occasion^ Bismarck caused it tokbe known that 
he considered Mr. Gladstone as Jiis political and personal 
s^j^hesis. Gladstone, the constitutional politician, could not 
dem with problems in the same realpolitical manner as the 
omnipotent RHchskanzlery and his education had given him 
an entirely different grasp of realities. But it is easy to under- 
stand that his dialectical methods, which were not always above 
reproach, would make him distasteful to Bismarck. The im- 
pulses from the noble heart of Gladstone will, however, always 
remain a living force, for they have been absorbed in a growing 
organism, the British Constitution, a/id in the political thoughts 
of his countrymen. Much of the political system of the great 
]^ri}ssian statesman will disappear,^ as did the artificial arrange- 
ments of the dynastic cabinets of past centuries, because they 
were not in consonance with the great ideas which are shaping 
the future evolutioihof our civilization — ^the ideas of the liberty 
of the individual, of social justice and equity within the different 
countries, and of justice and equity in the international dealings 
between the various States. 

But destiny makes use of n\finifold tools to shape the course 
of evolution, and the masterpiece of the great German states- 
man, that he succeeded in placing the many German States 
in the crucible, and thereof hamqiered out a United Germany, 
will always remain, because the unity of the German nation is 
a necessity &i»humanity as well as for the children of the Father- 
laad. 



CHAPTER XI 

THE INDUSTRIAL RENAISSANCE OF GERMANY 

Such an event as the unification of a great nation after nearfy 
a thousand yeats of division, an event of the most far-reaching 
importance, in any nation either thail the German, would have 
been the signal for'h great movement for obtaining the pol^tw^l 
deliverance of the people. Everything had to be done to come 
into line, politically speaking, with the other and more fortunate 
Western nations who had enjoyed State unity and political 
rights during centuries. 

Politics were not an alluring field of activity for the best 
intellects in a country where it yras in the last instance Bismarck, 
and not the representatives of the people, who decided what 
was to be done, and how* it should be shaped. The German 
nation as a whole, and the Prussians in particular, were so well 
trained in the habit of being regulated from abov e Ijia t jfcfly 
did not feel it as a degradation that they were n(Tfniasters in 
their own house like the other Western peoples. The Social 
Democrats gained many seats in the Re^stag in spite of the 
exceptional laws, and this frightened the aeademic and indus- 
trial classes so much that they were glad to have in the Crown a 
strong bulwark against demagogische Umtriehe. Germany 
has, therefore, remained to this day afi anachronism, with an 
almost absolute monarchy and a privileged aristocracy, with 
whom has become associated since the Franco-German War a 
powerful new plutocracy ?4nder the leadership of Kommer- 
zienrlLthen. ^ 

The establishment of the Empire caused, hdwever, an im- 
mense wave of national enthusiasm. The many great abilities 
of the people which had been '^lumbering during such a long 
time, were suddenly awakened and stimulated in tlfe most 
extraordinary manner. The nation* instantly felt that the 
16 ' 241 ' 
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energy which had been accumulated was a great living force 
for which they hod to find an outlet; and because politics were 
excluded, it is psychologically quite easy to understand how 
it happened that the new Germany came to direct the enormous * 
sum of intellectual and physical strength which it possessed 
towards this one aim : the utilization to the fullest extent of 
the material resources of the country. 

To appreciate fully what the German people have achieved 
in the short span of time since 1^71, it is necessary to glance 
briefly at the economic and industrial state of the country 
before that date. 

The French Revolution and the Republican 1^lnd Napoleonic 
wars began shortly after* the mocj^rn industrial era had been 
fhligred in by the many brilliant inventions bf power machinery 
andnew methods of production which had been made in Eng- 
land between 1760 and 1790. These inventions could at once 
be utilized in England, although she was involved in wars for 
nearly twenty years, because she was a rich country and pro- 
tected by the sea. Germany, on the other hand, was frequently 
itself the seat of war, and was a ^or country, for its dismember- 
ment had prevented trade from developing properly, and it 
had only quite recently recovered from the devastation of the 
Thirty Years’ War. The few ManufcUbturen which existed 
a^n inheritance from the mercantilistic period were mostly 
small, aind'*l£*d few and inexpensive mechanical appliances and 
no power machinery. The Germans had, therefore, not much 
experience in the mJ^nagement of industrial undertakings on a 
large scale. At the end of the Napoleonic wars the country 
was far too much exhausted to be able to begin at once an in- 


dustrial competition with England, for which it also lacked 
almost completely the sssistanee of an oversea trade. 

It was only towards the middle of the nineteenth centiiry 
that Germany could be said to have began her industrial career, 
and England had thus a start in mpdem industrialism of nearly 
seventy yeaifs. It is characteristic that the first steam engine 
in Westphalia* was installed in 1797 at the Vollmund coal 
mine. Twenty years afterward/, there were only twenty steam 
engines 'in the district, and their number did not increase 
rapidl 3 ^before 1850. For a time the construction of railways 
also proceeded at rathen a slow rate. The coal industry, which 
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dates bade to the fourtSenth century, was little developed, and 
its output increased very slowly during the first half of the 
nineteenth century. In the Westphalian district, one of the 
• most important in the country, the output in 1800 was not 
more than 180,000 tons ; in 1880, 571,000 tons ; and in 1850 not 
more than 1,665,000 tons. It afterwards increased rapidly 
from 11,812,000 tons in 1870 to 82,808,000 tons in 1909. The 
iron industry had commenced in Rhineland and Westphalia 
about 1750, at which tiriie small charcoal blast furnaces were 
started. Hammer works were not introduced before 18J2, 
puddling works in 1885, ajid it was indicative of great progress 
when Gutehoffnungshiitte established, towards the middle 
of the century, a rolling mill fdr rods and plates. 1844 
marks an epoch ih the history of the German iron industry, 
for in that year the Customs Union placed a smalMuty upon 
imported pig-iron, and at the same time methods were intro- 
duced for making coke from Ruhr coal. This led to a more 
rapid increase in the output of iron, and it became necessary 
for the iron works in the Ruhr district to import iron ores from 
other parts of Germany anj from abroad. There had thus 
been a steady progress in the iron industry, but it had not 
reached to large dimensions before that dividing line was 
drawn in the politicM and economic history of the nation, the 
Franco-German War, * ^ 

Commerce kept within moderate dimensions, aKd as a result 
of the unsatisfactory political and econc^ic conditions under 
which they had to work, the business of the country were, 
as a rule, rather timid and limited in their operations and 
commercial methods. But they were everywhere kncHm as 
hard-working, painstaking, and very economical, not to say 
p|rsimonious. Such men are not geiftrally audacious pioneers 
in undertakings which require the use of large capital, and which 
do not promise a rapid return. 

One important branch o4 production, viz, agriculture, was an 
exception from the general stagnation, and has made consider- 
able progress during the first half of the nineteenth century, 
after the introduction of suitable reforms of the land l&ws. 
Owing to the growth of the industrial population otjEurope, 
particularly in England, flfereals and other agricultural produce 
commanded high pric^, and the Prfiss^yi Junkers, who carried 
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Ofi lanning cm a large scale and were large eii^orters t)f ^eieaJb, 
knew how to malie large estates yidd a handsome revenue; 

! The Prusdan GovOTiment had, during the first half of ttie 
century, done much for ttfe education of the people. Ele- 
mentary and classical schools had been improved, and technics 
education had been initiated. The first technical schools were 
established in the decade 1840-50, Naturally they did not 
at once show great results, and th^ir number therefore did not 
rapidly increase, but these schools nevertheless laid a solid 
fi^dation for future industrial evolution. 

Prussia had inaugurated an innoration which was destined 
to pave the way for the coming unification of the German 
. nation, viz. the organization of thef North German ZoUverein, 
or Customs Union. The Prussian Customs*^ Law of 1818 had 
broken with the mercantilistic system and had fixed a moderate 
import duty of about ten per cent, ad valorem on foreign 
manufactures, and double as much on Colonial produce. The 
little principality of Schwarzburg-Sonderhausen entered the 
following year into a compact with Prussia, by which the latter 
undertook the collection of the cyistoms duties of the kingdom 
against payment of a fixed part of the jdmt income. In 
most other German States the protective spirit was so strong 
that even petty principalities which were enclaves within 
PnKuir for nearly ten years to avoid entering into such 
a Verein, 

A protectionist ct;stoms union with high tariffs was formed 
between Bavaria anS Wiirtemburg. Hessen-Darmstadt did 
not join this South German Union, but came, on the contrary, 
to an agreement with Prussia. This was imitated in the arrange- 
ments which were afterwards made with a number of ottier 
states, and was concluded for a |)eriod of six years. Meanwhile 
a Middle-German Customs Union had also been formed, but 
this was gradually absorbed in the*^North German Union, into 
which nearly all the States of Norrii and Middle Germany had 
entered by 18J8. The turnpikes were done away with on 
New Year’s Eve 1888-84 on mo^ of the German main roads. 
The coupon of tl^e frontier ci^ms duties in the whole area 
isi the ZpHverein was managed by Prussia, and the income was 
divided between the participating States in fixed proportioas. 
^ " Thk vras a reform of ^e verv hiffhestir order, for It created a 
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out of tliis dilemmik by making his bank, the Caisse ginirale do 
oemtnerce et de Tihdustrie, a so-called commandite company, 
b^use in that form it might be started without a Government 
concession. It had a capita/ of fifteen million francs, and soon 
did a large business, mostly in discounting bills; and a number 
of similar institutions were started. Nearly all of them were, 
however, ruined in consequence of the revolution of 1848. 

Towards the middle of the century the economic organism 
of the Continent underwent a radical change, for at that time 
thf industrialization which had commenced in England in the 
last decades of the eighteenth centur^^, began to^evelop in the 
Continental countries, first of all in France. The result was 
ever 3 nKrhere a rapidly growing credir deman^ and many plans 
were discussed for organizing banks to satisfy this demand. 

InFrancj^ where the recently established private commandite 
banks had nearly all been swept away by the revolution of 
1848, the first step which was taken was to establish new banks 
on the same system. But more important for the future was 
the establishment as a makeshift, on the initiative of the 
Government, of Discounting OflSces, Comptoirs d'Escompte. 
These were afterwards continued with Government concessions 
as limited liability companies by the ^Comptoir National 
d’Escompte de Paris and a dozen similar companies in the 
pr6vb^c^>.*’.ft^eir principal field of activity lay in the discount- 
ing of bills o/ exchange, as the name implies. They were 
mutated in various \;ountries. 

In the meantime ax^redit institution, Credit Mobilier, had 
been established in Paris on a novel and quite different principle. 

St. Simon, the founder of the socialistic school which is 
known as St. Simonism, was an enthusiastic believer in a new 
civilization based upon industrialism. Some of his disciples 
took up and developed this part of his theories, which ^ey 
applied among other things also to the problem of banking, 
their object being to place extensivfi credits at the disposal of 
those who wcwilji promote commerce, industry, railways, etc. 

The btothers Emile and Isaac Pereire, who were ardent fol- 
lowers of St. Simon,^founded, in, 1852, the Soci4t4 G6n6rale du 
Credit Mpbilier Fran^ais with a capital of sixty million francs, 
i;rhkh at that time was considered enormous. It took for its 
priikdpal field of operaAiohs the promotioSi of industry and the 
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meant of communication, forming on its own initiative new 
imdertakings, or placing on the market thei shares and bonds 
of such concerns. It operated, thanks to its large capital, 

• on a very big scale, extending itt activity to every part of 
Europe. It produced an immense impression upon the public 
mind, being the first great bank without the right of issuing 
notes, and, by demonstrating that the note issue might be 
dispensed with, it made ^n .epoch in the evolution of banking 
on the Continent of Europe. 

Instead of being simply a passive intermediary between tj^e 
borrowing industry and th^investing pujplic, it was an institution 
which itself actively created industry, founded new ventures, 
assisted old ones, and towk the Wad generally in economic 
evolution. By lending its own capital, still more by issuing 
industrial shares and bonds to the public, it placjji credit at 
the disposal of industry on a hitherto unprecedented scale. 

By its example it disproved the old idea that the real source 
of profit to the banks was their issue of notes, and it demon- 
strated that a commercial bank might earn large profits by 
being a promoter of industri^ undertakings, and by procuring 
sufficient credilf for industrial progress. The principles of 
Cr6dit Mobilier were studied everywhere, and its example has 
strongly influenced *the subsequent development of banking 
on the Continent, not so much in France itself ai J^u-sther 
countries. 

As late as the end of the thirties the (^^lopment of banking 
had hardly begun in Germany. Besides the Prussian State 
Bank there existed only three note-issuing banks, of which 
one was quite small, and a few unimportant Kreditkassen, or 
credit offices. The crediUnaiket waf in the hands of the many 
private bankers, who operated mainly with their own capital, 
and only to a relatively toall extent with deposits from the 
public. » 

This was generally felt to be an unsatisfactoy state of things, 
and there were many plans for starting limited liability banks ; 
but in nearly all the greate^ German States, and particularly 
in Prussia, the governments refused concessions to hgw banks 
when these did not inteffd to issue notes. The issue of notes 
was not a monopolji in Germany, ‘and^ the governments were 
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rather less averse to granting concessions to note-issuing banks. 
Before 1840 three i^ew banks of this character had been started, 
and in the years 1847 to 1857 a number of similar banks were 
established. In 1872, wheit the Reichsbank was established, 
there existed in Germany twenty-nine banks of issue, with an 
aggregate share capital of 310 million marks, deposits of 245 
million marks, and a note circulation of 463 million marks. In 
consequence of the privileges which^wpe granted to the Reichs- 
bank, the note issue of the private banks afterwards gradually 
decreased, and is now quite unimportant. 

These banks at first flayed a great in the German credit 
market, but they were not destined to give the Banking system 
of the country its charad^er. Modern banking in Germany 
has been moulded by the great commercial 'banks which were 
started about the middle of the century, and which have 
adopted and further developed the leading ideas of Credit 
Mobilier. 

It has already been mentioned that there existed some small 
Kreditkassen, or credit offices. In 1831 Kaufmamische 
Cassenverein zu Berlin was estaj)lished on the initiative of 
private bankers ; in 1850 it was converted intb a commandite 
company under the name of Berliner 'Cassenverein, and it still 
exists as a bank of moderate size. ' 

Da,;^id Ransemann founded in 1851 Die Direction der Diskon- 
togeseUsc£S!t*4.' , Berlin, which he had to give the form of a 
commandite compa*^, because the Government refused a 
concession to a limit^ liability company, while a commandite 
company might be started without a concession. It was at 
first almost exclusively a co-operative discounting and not a 
commercial bank, but it soon changed its character, and has 
since become the second largest of the Grossbanhen^ or leading 
commercial banks of the country. 

Another of the future “great banks,” A. Schaafhausen’- 
scher Bankverein Koln, was started a little before Diskonto- 
gesellschaft, by the conversion into a limited liability company 
of a private banker’s firm which found itself in financial diffi- 
culties. 

The exainple of Ct^dit Mobilier was, however, immediately 
followed^ Germany, and this gave the evolution of banking 
in that country an en]^irel;; new direct^. 
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Amongst the founder of Credit Mobilier was one of the 
leading private bankers of Germany, Abraham Oppenheim, of 
Cologne, He conceived the idea of founding a bank in Germany 
which should carry out all the theolries of St. Simon. It was at 
first intended to establish this bank in Frankfurt, which was 
still the most important credit centre of the country, but a 
concession was refused , in that Free City, and the bank was 
therefore established at ^armstadt in the neighbourhood of 
Frankfurt. Thus was created in 1853 Bank fur Handel und 
Industrie in Darmstadt, usually called Darmstadter Bank. 
It was placed under the leadership of Gustav von Mevissen, 
Managing Director of A. Schaafhausen^scher Bankverein. The 
first annual report of tbt Darmstadter Bank contains the 
following passage* “It is the object of this bank to support 
large and solid concerns by its own participation, and by 
placing their shares and bonds among the public. Relying 
upon the bank having a better survey than the general public 
of the whole industrial situation in Germany, it should lead 
enterprise and capital into the right channels whereby they 
can best meet the requirem^ts of the day.” 

This utterance is conceived entirely in the spirit of St. Simon, 
and the example of Cre8it Mobilier was thus a determining 
factor in the management of the two first German commercial 
banks. . 

The subsequent development of Germap^oahking also 
followed on the lines of Credit Mobilier. /The great economic 
boom of 1856 made the need for bank^elt more acutely than 
before, and in 1856 no less than eight banks without note issue 
were started, and Diskontogesellschaft was converted from a 
co-operative concern into a real bank. Most of these banks 
tqpk the Darmstadter Bask as theif prototype. 

The Prussian Government still refused concessions. Under 
the leadership of Mevissen, Oppenheim, and Mendelsohn, 
Berliner Handelsgesellschaft was founded in 1856 as a com- 
mandite firm. The programme was a further development of 
those of Credit Mobilier and Darmstadter Bank. Berlin had 
thereby obtained the second of its future Grossbanken? In 
Leipzig, Allgemeine Deutsche ^Creditanstalt, and in^^amburg 
the two institutions NordBeutsche Bank and Vereinsbank were 
established. 
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By the end of 1857 the number commercial banks in 
Germny may be put down at fifteen. At first they did not 
id^tract much attention amongst the public, and their progress 
was rather slow. The crisis df 1857 caused; heavy losses both to 
the commercial banks and the note-issuing banks, and no new 
banks were started between 1858 and 1864. The great bank- 
promoting period in Germany fell in .the years 1869-78. In 
1869 five important banks, and in tl^e first half of 1870 four 
banks were founded, among them Deutsche Bank, which is 
ncjw the largest bank in the world. In June 1870 the con- 
cession policy for limited companies , was abolished in Prussia, 
and shortly afterwards in the Empire, which Jave the signal 
for a veritable mania for bank promoting. In 1871 to 1872 it 
is on record that at least seventy-one banks* were established ; 
the number was probably somewhat larger, for at the end of 
1872 the total number of non-issuing banks was 108, and in 
1878 another five were started. But the banking requirements 
of the country had thus been quite satisfied, and many of the 
newly started banks went to pieces during the crisis of 1878. 
In 1888 Der Deutsche Oeconomisi^ on commencing its regular 
statistics of German banks, enumerates ortiy seventy-one, 
although several of the issue banks hhd in the meantime been 
converted into commercial banks. * 

(Th% 4 |jbo^ summary of the development of banking on the 
Continent, Sfeb^articularly in Germany, has been borrowed 
from Sven Brisman\ very valuable work De Modema Affdrs^ 
bankema,) ^ 

It is worth while to study the origin and evolution of the 
German banking system, because apart from her excellent 
scientific and technical education, there is nothing to which 
Germany more owes her i^apid modosn economic progress thg.n 
to the powerful assistance of her admirably conducted banks. 
It is highly interesting to note that the tendency of the German 
commercial banks from their start was due to an impulse 
from the fertile brain and the inventive genius of the French 
nation. But it is only just to point out with the fullest emphasis 
that'^the intelligent and energeO^ic German bank managers 
have cqifeiderably * developed the original ideas, and have 
^ven their banks a much wider scope than their French 
competitors. 
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the FrancchGerman War and the establishment of 
the Empire, many things had thus happened to prepare the 
way for a more rapid economic progress. But that it burst 
^forth with the elementary force of a volcanic eruption must 
be ascribed to the vivifpng action upon the entire nation of 
a great idea which roiked their enthusiasm. This life-giving 
idea was the joyful patnotic belief in the immense future of 
their united country. \ , 

Intoxicated by their victories and the feeling of their newly- 
acquired power, and also by the magical influence of the 
five milliards which France had to pay as war indemnity, the 
Germans wisheS to emulate in commercial and industrial 
world competition the victories of their armies on the French 
battlefields, and ttey threw themselves into the work with 
terrific eagerness. A speculative boom, the like o^ which the 
world had never before experienced, burst out and spread to 
all countries. 

The studious habits which have always characterized the 
Germans, their scientific capacity, and the thorough-going 
education which their technical schools gave, all contributed 
to make it comjfaratively^ easy for them to imitate and adopt 
the methods of production which were in use in England and 
in the United States. The methodical public administration 
of Prussia had been a good school of preparation f^r the 
business men, who were to organize the^^'atively large 
business undertakings which were at one/^arted in various 
branches of trade and industry. A gr^at number of limited 
liability companies were established. The town population 
commenced to grow rapidly, which necessitated building opera- 
tions <#i a large scale with rising prices for building sites. 
Ewerything seemed to flot!!feh,* and ^blic opinion thoroughly 
reKed upon the old but fallacious idea that “ war is good for 
trade.” 

But the boom only lasted a very short time. The collapse 
of the land speculation of Wien in the autunyi«of 1878 gave 
the signal for a full stop and the unavoidable reaction, and 
the trade of the world entered Apon a very severe and protracted 
depression which lasted tiiy881-82. ^ • 

One of the industrip which had been most inflated was the 
iron and coal industry, which had onh ot the most important 
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centres in the Ruhr district, and that district had therefore 
' to bear its fuU share of the reaction and heavy losses which 
followed upon the previous over-speculation. It had not been 
possible to avoid technical f and financial blunders, when new^ 
methods were suddenly to be introduced, old works rapidly 
enlarged, or new ones on a big scale started, often by inex- 
perienced people. The producing capacity of the works had 
been very much augmented, and a falling market the 
ironmasters of the Rhine Province were cruelly undersold by 
English and Belgian makers. The industry had to pass through 
some years of terrible suffering, approaching complete ruin. .It 
is characteristic of the ’ situation that one of t6e best founded 
undertakings in the Gerihan iron*^rade, Gutehoffnungshiitte, 
was obliged to write down its share capital from 80 to 6 million 
marks. What happened in this branch was experienced more or 
less in most branches of industry all over the country. There 
were numerous bankruptcies among banks, merchants, and 
industrialists. 

At the most critical period, in the years 1878-79, Bismarck 
came to the rescue of the German industries with his Protective 
system. It is, at any rate, the prevalent opinidh among German 
manufacturers that the marvellous industrial progress of their 
country during the following thirty years must be ascribed mainly 
to irtschaftspolitik which Bismarck then introduced. 

The so-callbd: Catheder Socialists had already some time 
previously started opposition to the Manchester School, and 
demanded that the State should regulate the economic and 
industrial activity of fhe country. The agrarians, who were 
Free Traders as long as they were to a large extent exporters, 
became Protectionists as soon as the wheat competition of 
America commenced to fiireateh tlrr*n in their home markets. 
They therefore united easily with the manufacturers, who 
considered it a great mistake to efoolish the import duty on 
pig-iron, which was under consideration in 1877. An association 
of industrials(and agrarians for introducing a reform “ for the 
protection of home labour ” had been established in 1875, 

Bismarck had not previously tiiken much interest in economic 
questiopi^, and had allowed himself to be guided in his economic 
policy by men of Free Trade proclivities. But at this time 
he he^ personally tp styody the probleds which were invdved* 
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It is h«!dly probable that he ever attained to a full grasp of 
social-economic and industrial questions, a|id really reached 
personal convictions. One would think that such subjects 
^must have been too far removed fram his mental horizon. But 
at any rate he studied them, and he learned enough to make 
use of his knowledge fo\ the furtherance of his general policy. 
The great reform plans of Bismarck of 1878 comprised a 
change both in taxation syid in politics. His idea was to 
introduce a heavy and general increase of the customs duties, 
with the double object “of protecting native labour’" and^f 
making the Empire finaj;icially independent. If the latter 
object could be achieved, the politicaf parties would thereby 
be weakened. The Empire had pi'eviously been dependent 
upon matricular contributions from the separate States, which 
had to be voted each year by the Reichstag, gy the new 
customs duties the Empire would be placed in receipt of a 
large income, so that instead of receiving contributions from 
the States it should be in a position to distribute financial 
grants among them. Bismarck looked upon Free Trade as 
obsolete ; it might do well €^ough for a so highly developed 
industrial countfy as England, but not for Germany. There 
were strong Protectionist tendencies everywhere on the Con- 
tinent, and the same ideas were also victorious in America. 
It was therefore necessary self-defence for Germany* to follow 
the general tendency, and to introduce prote(j*'/^^e duties. 

It would be foolish to deny that Pro^tection has greatly 
stimulated, not only the industrial, but also the agricultural 
production of Germany, and that it has much accelerated the 
transition of the country to industrialism. The population 
has increased much more rapidly in the industrial than in the 
coyntry districts. • W • • 

But this rapid industrial progress has to a great extent 
been a hot-house growth dt the expense of the German con- 
sumers. The import dutie* have repeatedly been raised, and 
in many branches of industry they are so high as to exclude 
altogether foreign competition. Behind this high tariff wall 
the output of the German indkf tries expanded so much thit it 
soon exceeded the requirements of the home markAf^. This 
would have led to a ^inous competition between the inland 
producers if thejthaci not combined “into a large number of 
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toe inland noiarket sufficiently to prevent prices from fa^j 
materially below a level ef ud to foreign prices plus customs 
duty. If the balance of production c^not be exported on a 
regular commercial basis, the Kartelsfpay an export bounty, 
which may occasionally be very high, m those of their members 
who undertake to export the necess^jy surplus quantity. On 
unfinished steel, for instance, the export premium sometimes 
reaches Mk.l5 per ton, or 15 per cent, or more on the average 
market price ; that is to say, German^steel for structural building 
work may cost in foreigh coimtries so much less than in Germany 
itself. 

The result of the Protective system and the policy of the 
syndicates is therefore to compel the German public to pay for 
manufactured goods of German make a much higher price 
than they are sold at for export; as a rule the difference 
probably about equals the customs duties. The same thing 
applies to agricultural produce. The Drawback system, which 
was originally introduced for tl^ benefit of the export millers 
who ground flour from imported com, has, ih course of time, 
been perverted in the interests of the Prussian Junkers in such 
a manner that the State pays a drawback equal to the duty, 
also ^ex German-grown corn is exported, either in the whole 
state or as fk;^. In addition, the millers obtain a special 
bounty, which inV^me cases may be as much as Mk.1’50 per 
100 kg. of flour. The consequence of this pernicious system 
is that the price of co^ for home consumption in the German 
markets always rules Mk.50 per ton higher than the current 
price on the world market. While the State revenue from the 
com duty is not considferable,* be^st; the home produc^jou 
covers upwards of 85 per cent, of the consumption, the German 
public must pay to the landowners a tax of Mk.5 on each 
100 kg. which they sell. By far ^he largest part of the com 
area in the Bast belongs to the Junkers, and one can therefore 
well understand their stubborn resistance to Free Trade or 
to toy reduction, in the interests of the community, of the 
excessiyef^com duties. The total tax on bread com which the 
consumers pay to the German landowners may probably be 
b^isiated at somethipg 4ike 1,000 million marks. 


A 

Piotective system to the German public k^thh lorm of ov# 
prices on German agricultural and industrial products to amouo 
to at least 2,000 million marks, w|ich is equal to nearly Mk.8 
per individual, or Mk J50 for an average family of five persom 
This is, of course, guea|swork, but it is at any rate cert^ tha 
it is an enormous sum which the German public must pa; 
annually to private landowners and manufacturers, over am 
above the State revenues frW the customs duties, as the pric 
of the privilege of having “ protection for home labour,” 

Wages of labour, and^the salaries of public and privtt 
Beamten, or officials and clerks, have •risen considerably since 
1870, But even skilled labourers hardly earn in money wages 
as much as the ^me class in England, not to mention the 
United States. The salaries of the numerous Beamten are 
usually miserably low. “ Wissen Sie nicht, Herr Sundt,” said 
a German once to me ; “ dass wir hier in Deutschland eine 
Proletariat von gebildeten Leuten haben?” On the great, 
badly-paid mass of the people the protective duties with- their 
accompaniment of high prices therefore press as an excessively 
heavy burden. ^But the landowners get rich ; most of the big 
industrial companies yiefd splendid dividends ; the directors 
obtain princely incdhies, and a few of the higher officials are 
decently paid. t 

It is unlikely that Bismarck foresaw these evil consequences 
when he introduced his reform ; and if he ha^been able to foresee 
them, he would in all probability have considered them to be 
in complete agreement with the fitness dt things, or, at any rate, 
as only a minor defect ; for he gained completely his immediate 
object, viz. to fill the coffers of the State and to make it 
pr^ically independent o^i^hetmoney votes of the Reichstag. 
His Protective policy has contributed more than anything 
else which he did to perpetuate the absolute monarchy with 
its correlation, militarism, t 

The growing dependence on foreign markets qf the rapidly 
increasing protected German industry has fostered in the nation 
a dangerous tendency to look |ij)on foreign trade from a point 
of view very similar to that of militarism. Other nations also 
frequently speak of ‘‘ con$iering ” foreign markets, but only 
as a metaphor. To the Germans dnly jloes it come natural 

• 


r- — 

is hardly excessive to assume the aggrq^te eert W 
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dT&'nVncks, etc., whep it it the quettioa of killing som^ 
special foreign competition by underAUing it. Such things 
come natural to a nation which has mwn dumg centuries 
i/f aggressive wars, and which has united by the same 
means. This German attitude ^nirds intemattonal trade 
may also be looked upon as an afevism, for the Hansa, when 
at the height of its power, acted in just the same spmt and 
used very similar methods, ^ 


Protection undoubtedly acceJerrtted its progress, but the 
modem industrial evolution of Germany would not have 
reached its perfectly astonishing dimensions if it had not 
rested upon a much wider and more enduring foundation. It 
is due not to Protection, but to the inherent solid qualities of 
the German race, its thriftiness, industry, and discipline, to 
the scientific propensities of the German mind, assisted by the 
excellent technical training, and finally to the great systematiz- 
ing and organizing faculty inherent in the Prussian nation. 

The epoch-making fundamental technical inventions having 
already been made elsewhere, the Germans had no choice but 
to start their industrial career as imitators, and it may be 
doubted wheth^ they would have been imaginative enough 
to initiate such re</olutionary ideas. But they have proved 
themselves wonderful adepts in the art of carrying the ideas 
of others to theoretical and technical perfection. To their 
plodding patience and systematic scientific researches into the 
nature of the various complicated industrial processes, the 
world owes many of thevmost ase^.of the technical achieve- 
ments of the last generation ; for instance, the improvement of 
the coal-tar colours or the practical utilization of electrical energy. 

The German customs tariff is i^markable for its thorough- 
going comprehensiveness ; its authors have aimed at giving 
all branches of* industry an equal degree of protection. But 
this^is an impossible task, for in reality Protection can only 
give acjvuntages to the few at’ the expense of the many. In 
the last instance it is of course the consumers who have to 
pay for it, but it is not possible to arr^inge a tariff, however 


9Uch a way t^t it does not also hurt some teanSI;^ 
)f the producers. This is fin unavoidable drawback due tQ>.. 
ihe fact that the many different industries ar^ dependent upon 
;ach other, the finished product of one industry being the 
^w material of other branches. * 

The tariff has been prticularly favourable for what the 
Germans call the Montan industry ; that is to say, the metal- 
lurgical industries based upon the mining of coal and ores. 
AlS this industry is usually cs^ried on on a large scale by big 
concerns, it is in a particular dfegrec adapted for being financed 
by the banks, who naturally prefer one large account to having 
the trouble of sarving a ^eat numbc^ of customers. It is 
much easier for the public to make itself acquainted with the 
movements in the ^ares and bonds of a comparatively small 
number of prominent and homogeneous concerns than to 
follow the quotations of a vast number of relati¥ely small 
undertakings in many different branches of industry. The 
financial assistance which the German banks have been in the 
position to give to industry has mainly taken the form of 
issuing industrial securities through the various stock exchanges. 
The result has ^een that th^ metallurgical industries, and 
particularly the coal and iron industry, have had placed at 
their disposal a constantly increasing, and in the aggregate 
enormous amount of capital, while there are other branches 
of industry which complain both of a lack of capital and of the 
difficulty in which they are placed because tbp' must pay more 
for their supply of iron and steel than their foreign competitors. 

The outcome of all these factors has l^een a somewhat one- 
sided, but certainly admirable development of the steel pro- 
duction and of the allied trades, such as machinery and machine 


or iron works. 

The^^-iron production has grown thus : 

Germany Great Britain and Ireland 
Tons Tons 

1865 . 

975,000 

4,896,000 

1875 . 

. *2,029,000 

6,482,000 

7f8Cte,000 

1880 . 

. 2,729,000 

1890 . 

’. 4,658,000 

8,038,000 

1900 . 

. 8,^22,824 

• 9,051,107 

1904 . 

. 40,086,000 

8,952,000 “ 

1910 . 

^ . 14,793,3?^, 

10,217,000 
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It was in the year 1908 that Genlkany passed Great Bfitam 
^in the output. e 

It is always fa periods of reaction and bad trade that the 
great improvem^ts of productive methods are introduc^ 
and utilized, to counteract the adv^e conditions, and this 
fully applies to the German iron industry. The industrialists 
ascribe their salvation to Bismarck’s ^Protection, but it is more 
rational to account for it by the introduction of the Thomas 
method of steel-making. Sir Thomas Bessemer invented in 
1855 the process which is named after him, for making steel 
Kif pig or soft iron, by the use of a so-called converter. After 
a few years experiments had mad^ this method so perfect that 
it produced a complete ^evolution in steel-making, and it was 
introduced into Germany at the works of the Hoerder Verein 
already in 1864. But the Bessemer converter cannot, on 
account cA. its acid lining, be used for iron with a high percentage 
of phosphorus. While England had a good supply of phosphor- 
free iron ores, most of the German ores contained much 
phosphorus. To make Bessemer steel in Germany, English 
pig-iron or Spanish ores had to be imported. But in 1878 two 
Englishmen, Thomas and Gilf^hrist, invented a modification 
of the Bessemer converter, called the Thomas process, by which 
it became possible to use phosphorus iron in the process, and 
it is this circumstance which has enabled the Germans to 
increase their output at such an astonishing rate. 

A French j^Scess, the open hearth, invented by Pierre 
Martin, and patented in 1858, first introduced at Sireuil in 1865, 
has also played a vtoy important role in the development of 
the steel industry of Germany as of other countries. 

From the Americans the German iron masters learned, 
and applied earlier than their, Eq^sh competitors, the modem 
enormous construction of their blast furnaces, which they*have 
frrther increased, and of the great size of the works in all 
directions. They have also beei^very alert as to improvements 
of the mechanical appliances; and new inventions in this 
field, whethef made in Germany or abroad, have at once been 
introduced. In consequence, jjt is a' great pleasure and highly 
instructive to be* allowed to'visit some of their large modem 
metatlurgical establishments, as for instance those of Gute- 
. hoffnungshfitte in Oberhausen, or Kn/pp's in Essen. A visit 
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to ti» Aop of such a nmchine-tool makes as Ernst Shiess in 
Dhssddorff is a revelation. • This firm commenced by imitating 
American constructions, but this stage haS^ been left behind 
long ago, and machine tools of enormous size are now built to 
firm’s own designs) 

Altogether, one might say that the national character has 
been changed since 1870. Instead of being in the highest 
degree careful, timid, and rather narrow-minded, the German 
business men, particularly in^hat great seat of the iron industry, 
Rhineland and Westfalen, have become quite American in their 
pushing enterprise and daring speculations. 

It is not onlyiin the aided trades o^ithe iron industry that 
the German engineers excel. In neafly all branches of industry 
the German enginoering firms have vastly improved the design 
and construction of machinery ; it will be sufficient to instance 
the flour mill, the paper-making, the textile, or the brewing 
industries. In every country of the globe factories and works 
have been fitted up to an increasing extent with machinery 
and mechanical appliances from German engineering works. 
The explanation may be given by citing only one example, 
that of Deutsche Maschinefifabrik, Duisburg. Some years 
ago, in 1910, this firm, which produces as one of their specialities 
cranes of every description, employed 8,500 labourers and not 
less than 940 Beamteriy mostly engineers. With such a rela- 
tively enormous staff of trained specialists it is no wonder that 
they can generally beat most of their competitors. This firm 
supplied the mammoth crane at the famous shipbuilding 
yard of Messrs. Harland & Wolff, LU., Belfast, which well 
illustrates their eminent position ; and similar tales might be 
told, if space permitted, of a great number of other engineering 
firms in this and many o fr er. branohes of industry. It is a 
triflmph of superior tecKnical knowledge, fructified by the 
banks placing sufficient capital at the disposal of enterprising 
firms. 

The coal-tar dyeing trade is a typical exaihpie of how the 
Germans can adopt th*e ide^ of others, and develop them 
beyond recognition by their ^scientific r&earches, i^plodding 
perseverance, and organizing talent. * 

In 1826 , Anilin, ski aromatic bege (CsHiNHi), was dis- 
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covered by dry distillation of Indigof In 1884 a chemically 
identical substance was discovered ih coal-tar which was called 
Kyanol, because it coloured chloride of lime violet. The 
English professor W. H. Peykin was the first who invented the 
artificial production from coal-tar with |hcid of chrome of blue 
colours which were called anilin ** colours. This happened in 
1856, and gave rise to an industry on a small scale. In 1858 
A. W. Hoffmann invented the common “ Rosanilin,” and in the 
same year Verguin invented the^<ame colour which he called 
“ Fuchsin.” These sundry inventions gave the foundation 
foV an industry which has since reached enormous dimensions. 
Alizarin, a very beautiful and stable colour, Is the colouring 
element of the madder ropt, and Grabe and Liebermann and 
also Perkin determined its chemical character, which is closely 
akin to that of Anilin. They likewise invented methods for 
producing by synthesis from coal-tar a stuff which is chemically 
identical with Alizarin. This colour has since been produced 
by chemical methods, and the cultivation of the madder root 
has been discontinued ; the cultivation of natural Indigo has 
likewise been much reduced. 

To have identified the active colouring element of various 
vegetable colours with inorganic substances in a hitherto quite 
worthless bye-product, coal-tar, and the irfvrention of constantly 
improved* methods for the synthetical production of these 
costly colours, is one of the great triumphs of chemical science 
in the nineteenth^ntury. 

Anilin was invented by an Englishman, and the industry 
was originally started'in England, but it was almost at the 
same time transplanted to Germany. Owing to the never 
interrupted systematic investigations of a numerous staff of 
highly trained chemists* in the d^i^itories of the leading 
German dye firms, the coal-tar dye production has become 
almost exclusively a German industry. Nearly all the Anilin 
colours and seven-eighths of the Alizarin dyes which are used 
in the world* are supplied by Germany. The annual value of 
the products of this German industry |)efore the war amounted 
to teany million marks — and^it was one of the most im- 
portaq^ <items in tlie export trade of the country. The or- 
gamzation of the leading German manufacturing firms in this 
itidustry is as near as •possible to perfection. If an 3 rwherc, 
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these are the places wnere one meets at every turn applied 
science. • ^ 

* To have subjected electrical enejgy to the command of man 
is the greatest technical achievement of the nineteenth century, 
and our time might with good reason be called the age of 
electricity, just as the nineteenth century was called the age 
of steam. We owe this command over that mysterious power 
of nature to the steady e^lution of the physical sciences, 
which has been going on during centuries, and which has 
progressed in the course of the last three generations with e^r 
increasing rapicflty; but tliere are stillia great many questions 
in connexion with the laws that govern the electrical phenomena 
which are unsolvtJd. A large body of men of the keenest 
intelligence and acumen, and with the highest scientific training, 
are constantly occupied in their study. About tffe year 1880 
so many of the fundamental laws of electricity had, however, 
been discovered, that it became possible to begin to employ 
it in practical life for lighting purposes, for transmission of 
power, and in many other w^s. By that time mankind had 
been so completely accustomed to technical thinking, that the 
problem of inventing th^ proper machinery and appliances 
for utilizing electricftl power was taken in hand in the most 
matter-of-fact manner. People set to work to invent electrical 
machinery just as naturally as if they were going to build a 
house or buy a suit of clothes. This is precisely the kind of 
work for which the Germans are eminently fitted by their 
character and education, because success depends upon a 
combination of a solid theoretical training, systematic experi- 
ments, and untiring perseverance. They have actually made 
the^ electrical industry 9 l^rdiy less than the colour industry, a 
German speciality. There are few branches of industry where 
there is, more than in the electrical manufacturing concerns, 
need for engineers who possfss that kind of advanced scientific 
technical education which the German High Sclpols of Tech- 
nology give their schola^. ^ 

But there is another circup[istance in connexion witb the 
general utilization of electricity which has* also tend^to the 
concentration of this indusfry in Germany. To use electricity 
it is in most cases necessary that the installations must be of a 
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liiMy iai^ size, winch requires the emplo3r)ttient of ft com* 
spondingly large amount of capital. Electric tramways, the 
lighting with electricity of a large area, electro-technic works, 
etc., all such and similar yndertaking^ must be started on r 
fairly large scale if they are to be successful. Ind^d, it has 
been found desirable and profitable to establish electrical 
concerns in many places where the inhabitants have not 
possessed the capital which was an indispensable condition. 
The large German electrical c^cerns, such as Allgemeine 
Elektricitets Gesellschaft A.E.G., Siemens Schuckert, and 
others, could not have reached so fapidly their present enoi> 
mous dimensions if they had waited for tfieir orders until 
the many future customers could have accumulated enough 
money to pay cash for the machinery wBich they required. 
To avoid this long delay, the electrical concerns made an alliance 
with the b^ks, and thereby obtained the funds by which to 
manufacture, so to speak, their customers. Either the electric 
companies established in their own name and for their own 
account electric tramways, power transmission companies, 
electro-technic works, etc. etc., pr they secured through their 
banks the necessary credit for those who •wished to buy 
machinery from them, but had not the means to do so. In this 
way the German banks have contributed*a great deal to draw 
business tn electrical machinery and appliances to their oWn 
country ; and the electric machinery industry, by being thus 
concentrated in Germany, has to a certain extent been 
monopolized in the han^ of a few German concerns. For 
thrir large turnover lAakes it easy for them to make costly 
experiments, and to introduce technical improvements in the 
manufacture to a greater extent than is possible for firms with 
a more restricted business. « ’ • 

But while this has been a well-deserved advantage for the 
German electrical firms and the banks who stand behind them* 
it must be remembered that the ftse of electricity in its many 
forms could pot have been introduced into almost every part 
of the globe in^uch a short time if tfie Germans had not, in 
their own interest^ pushed th^ business so energetically, and 
if the Qennan ban& had not biwn willing and able to sup^dy a 
great part of the enormous amount of capital which this 
electrification of tkeJndilStries has absorbed. 



Themrld at large has therefore every reason to be thankful 
for what the Germans havd achieved in this particular branch 
of industry. * 

Some years ago 1 vilited the Technical School of Bradford, 
and was received by the master of the textile branch, Professor 
Alfred F. Barker. In the course of our conversation I remarked 
that, after all, the daily work in a factory cannot be done on 
the principle that applied science must be followed in every 
one of the many processes ; ft becomes a routine, and one hM 
to use practical handbooks. “ It is true,” replied the Profess^ ; 
“ but one canndt reduce <he textile industry to such an even 
course according to text-books as is possible, for instance, in the 
electrical trade. There is much more scope in the textile 
industry for acquired abilities or special gifts to assert them- 
selves in the treatment of the raw materials, because both the 
materials and the objects of the processes vary so much.” 
One of his colleagues, a professor of electricity at another 
technical school, had said to Professor Barker, after having 
visited Kis branch : ” Your scholars, Professor, will be able to 
earn better salaries than the* majority of mine, because there 
is so much more room fo^ individuality in the work which they 
will have to do in practical life.” 

Shortly afterwards I went to Germany and saw many works 
and factories. I also paid a visit to a large calico-printing 
works. The chief partner took me round. We passed a room 
where some men were putting brands on grey cotton cloth. 
On my inquiring what they were doling, I was told that they 
were customs- house officers who branded the cloth for the sake 
of obtaining the drawback. “ What,” I exclaimed, “ do you 
nq| print on Germa^^tJi T,” “JSTo,” was the reply, “for 
our export goods we must buy Dutch or English grey cloth, 
because it cannot be made so cheaply in Germany.” 

Incidentally I draw the ^attention of the reader to the last 
reply, for it shows that the German consumers must pay more 
for their cotton goods 1j[ian would be necessar^ if the protective 
duties were abolished. But \ have placed these two anecdotes 
in juxtaposition because in fiiy opinion (hey explain a ^eat 
deal. One hears so much lately of hoyr England is beinf beaten, 
industrially, by her junior rival Germany. But let us analyse 
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the figures of the exports from the two countries. In 1918, 
the last pre-war year, the aggregate value of the exports of 
British products amounted to £525,461,416 ; of this sum there 
fell on the exports of co^l, iron, an(| other metals, raw or 
manufactured machinery, and ships, £182,718,824, or 84*7 per 
cent, of the total value of the exports ; and on the exports of 
textile manufactures, £191,544,588, or 86*4 per cent, of the total 
value. 

The corresponding figures for^ermany in the same year 
were : The aggregate value of the export of German products 
whs Mk.lO, 891, 760,000; of this sum there fell on the export 
of coal, iron, and other metals, raw or manufactured, and 
machinery, Mk.8, 149,200,000, or 29 per cent, of the value 
of the total export; on the export of textile manufactures, 
Mk.1,119,100,000, or 10*3 per cent, of the value of the total 
export. * ‘ 

This is a most remarkable contrast. It may be partially 
attributed to the evil influence of the Protective system in 
Germany. It is probable that the German textile industry is 
seriously handicapped by the he^vy duties upon raw materials, 
and the many items of half-manufactured good?; and accessories 
which enter into the textile manufactures. These duties add 
greatly to the cost of production, and probably cannot be fully 
met by a drawback when the finished article is exported. 

The inability of the Rhineland cotton mills to produce as 
cheaply as their English and Dutch competitors was explained 
by the calico-printer whom I visited by the high level of wages 
current in the district,^ which he attributed to the rapid and 
great rise of the iron and steel industries. But this is evidently 
a wrong explanation. 

In Lancashire, the groctest /7oU(jp«».T.anufacturing district 
of England, every variety of industry is represented — important 
coal mines, great iron works, chemical works, many large 
engineering works, paper millsr, etcj, etc. The cotton spinners 
and weavers would therefore not in the long run seek employ- 
ment in the cotffcn mills at a lower r^te of wages than they 
might obtain in the many other trades which are open to them. 
As a matter of fact, the wages in*the Lancashire cotton industry 
are very good, and considerably higher than in Germany. 

The explanation must therefore be sought in another direction, 



INDUSTRUL If^NAISSANCE OF 6ER11ANT m 

and I am inclined to l)elieve that the remark of the English 
teacher of electricity whidi I quoted above, hits the nail on 
the head. The textile production gives viry great scope for 
J;he exercise of individual gifts and capacities, and the whole 
trend of the industrial evolution of England, and particularly 
of the Midlands, has developed in the industrial population, 
men as well as masters, strong personal character and great 
individuality. The English cotton mill operatives are much 
more efficient workers at t'Jie spinning machine or the loom 
than the Continental labourAs of the same class, because they 
are reasoning beings with a very determined will of their own. 
It must not be (h^erlookecf that in Lancashire a young mill-hand 
knows that it depends upon himself whether he shall one day 
rise to be a mill manager or even the owner of a mill. The 
atmosphere of Lancashire is extremely democratic, and a works 
manager who attempted to bully the labourers, a^s frequently 
done in Germany, would very soon find the place too hot for 
him. 

The Lancashire cotton mills produce more cheaply than the 
German mills, not because they pay lower weekly wages — the 
very contrary is the case— tut because they can use much 
faster-running machines \;han is practicable on the Continent 
with its less efficient labour, and because they have been able 
to specialize their production in the most remarkal)le degree. 
This specialization has been possible because in cotton goods, 
Lancashire, owing to Free Trade, has the entire world, including 
protected Germany, as its market. 

The historic development of Gem^iny has not been of a 
nature to strengthen either character or individuality ; it has 
on the contrary tended to produce sameness. The nation is 
disciplined, but the bftjjgcfe-rgom djill has set its marks very 
deeply upon this discipline. This drill cannot be, or at all events 
in Germany it is not, practised without much brutal maltreat- 
ment of the soldiers, not pejhapp so much by the officers as by 
the drill sergeants. It must be the absence during centuries 
of political liberty, an^ in Prussia the milifeary system with 
its brutalizing influences, which has produced among the 
Germans the prevalent and 3ifegusting prdpensity of buUying. 
Even refined Germans consiSer it proper to maltreat tlfose who 
are their inferiors in rank or business position, and the inferiors 
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accept meekly the abuses to which Wy are so fluently 
subjected, only they revenge themselves by dealing out the 
same measure to those who stand lower on the ladder of life 
than themselves. ^ ^ 

This reference to the textile industries has been introduced 
because it is evident that their much-vaunted Protection has 
prevented the Germans from developing the textile industries 
bo the same extent as, for instance, the iron industry, and to 
show the limitations of the German system. They have solved 
many important and difficult tecKnical and financial problems, 
but not the greatest of all industrial problems, viz. the just 
management of labourer's. * « 

It is not an accident that the quasi-scientific Social Democracy 
of Marx is of German origin, and that the working population, 
almost to the last man and woman, have become his faithful 
disciples. NVither is it an accident that the political influence 
of the Social Democrats, in spite of their great number, has 
been almost nil. 

Germany has, economically, progressed marvellously since 
1871, but her industrial renaissance will not reach its full flower 
until it throws away the unjust Aistoms-house«protection, with 
its fetters, and before the nation gaink, like her Western neigh- 
bours, full political liberty. 



CHAPTER XII 


THE WORLJ;) ONE MARKET 

In a country which has attained a certain stage of economic 
development, alld has obtained fairly ^well organized means of 
communication, the commodities yhich are produced in the 
country itself for home consumption will have a regular market 
value. This will oscillate about the cost of production of 
each commodity plus an average profit. Comrif^Jdities which 
are regularly imported in large quantities to civilized countries 
will also command a fairly steady market value, regulated by 
the cost of importation. 

Savage people, when left alone, likewise estimate pretty 
accurately, in dealings ^etween themselves, the value of the 
products of their own soil and of the products of the primitive 
household industrid^. 

But so long as the means of communication between distant 
countries still were of a primitive nature, this curious condition 
existed that there were at one and the same time quite different 
levels or standards of value in different parts of the world, 
and even in countries which were nqit very far distant from 
one another. 

If there arrive, in a civilized and economically well-developed 
country, small and inapila^sqppliQS^of strange exotic products, 
it will depend, not upon their cost and utility, but upon the 
strength of the demand which springs up for them, what price 
they will fetch. In primitive societies, the value of imported 
goods of an exceptional character is still more eiratic. Experi- 
ence has abundantly Remonstrated that whit we consider as 
almost worthless European jjroducts frequently appeal Jx> the 
uneducated fancy of savag^^^pfople to a de^ee whic^ we cannot 
imderstand. 

Apart from such extreme cases •there were constahtly locd 
367 
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inequalities in the prices of the commodities during the time 
before the means of communication had been improved. 
There would be a tjkndency to over-production with a correspond- 
ingly low price of that or those articlep which could be mo^ 
easily produced in each country or locality. The same articles 
might be scarce and dear in a neighbouring country or district, 
because the prevailing ignorance of the conditions of other 
markets, and the high cost of transport, prevented the free 
exchange of commodities. In Europe during the Middle Ages, 
a failure of the harvest might, aAd frequently did, cause local 
famines, because the abundance of other parts of the Continent 
could not be made available for reliev^ing the distress ; and until 
quite recent times there have frequently been serious famines 
in Russia, and the British administrators ^of India have not 
yet been able to prevent appalling local famines, resulting in 
the death fit^m hunger of a terrible number of people. 

From the very beginning of human civilization there is 
ample evidence of the fact that traders made use of the differ- 
ence in the level of values in various countries to obtain a 
profit on their international commercial undertakings. Not 
only the ancient Babylonians, the Egyptians, the Phoenicians, 
and the Greeks, carried on internatiobal trade on an extensive 
scale, but the Romans followed in theii^ footsteps, notwith- 
standing ^he military organization of their Empire. And it 
was largely this international trade which contributed to the 
wealth of these ancient States as well as to that of the Italian, 
and afterwards of the German cities of the Middle Ages. For 
the profit on this exchange of goods was reaped mainly by the 
active traders, who usually belonged to the highly organized 
States. No doubt this trade was also advantageous for the 
barbarians with whom m^rqbaqt&tj^f civilized countries 
had dealings. The many public markets played a very import- 
ant rdle in the commerce of the ancients, because they helped 
to establish local current prices, ^which was a gain for the 
undeveloped peoples, protecting them against the worst forms 
of cheating on th(: part of the foreign dealers. But only these 
dealei^s knew exactly the difference in level of values between 
their own ^country sbid that of ifie country which surrounded 
each maVket. In the ancient empires, with their large propor- 
tion of slaves and great poverty among the masses, the ^inter- 
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national trade had for it*s principal object procuring of articles 
of luxury for the rich uppePKilasses, and only to a minor extent 
cheap commodities for the daily consumption of the lower 
classes. It remained, therefore, within comparatively narrow 
limits, and the high cost of the trading expeditions tended 
greatly to restrict commerce in cheap goods. 

After the discovery of the New World and the sea route to 
India, the countries in the West of Europe began to compete 
with the Italian cities for the Indian trade. It is, however, 
quite characteristic that the English called those people who 
first dispatched ships to trade with the oversea countrj^ 
“ Merchant Adventurers.’'^ It was indeed a risky undertakirt^. 
The ships of those days were badly constructed, and navigation 
was insecure ; ther« were no charts of the high seas, no light- 
houses or pilot service; foreign countries were imperfectly 
known, and the inhabitants frequently hostile, ^any of the 
expeditions probably never returned. But the profits might 
be enormous, and there was never any lack of daring men who 
faced all the dangers, risks, and inconveniences in the hope 
of gaining wealth. 

Let us suppose that one of these adventurers arrived at a 
tropical coast where coconuts abounded. Among his stock- 
in-trade were also, let us suppose, glass beads which he had 
bought at home for a mere song, but which seemed ^wonderful 
things of beauty and joy to the primitive savages. For one 
such bead they gladly gave him perhaps 500 coconuts. On 
his return he offered his nuts for sale, and they were at that 
time still a great rarity in Europe ; hij stock was not so large 
that everybody could get a nut, and people willingly paid 
perhaps two glass beads, or their equivalent, for the possession 
of one coconut. If^qur ^^posijjpns cover what actually 
tocJt place at the commAcement of this oversea trade, it will 
be observed that the adventurer received the equivalent of 
1,000 beads for What he had pprchased with one bead only ; 
in other words, he made a gross profit of not less than 100,000 
per cent, on the transaction. But such afi abnormal rate 
could only be obtaine<} as long as beads in the tropics^ and 
coconuts in Europe, were mrfntained at \!tie level of scarcity 
Value. If, having netted* a great gain on a few cdconuts, 
the adventurer would next time try^tp fill his vessel with them 
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at the same spot where he had bought the first, he would socm 
discover that the natives were notlonger so eager for beads ; 
he would have tc^, pay them perhaps ten beads for 100 nuts ; 
and the economic^y better educated public in Europe would 
certainly not buy shiploads of coconuts at ridiculous fwicy 
prices. Let us suppose that the price went down to one 
bead, or its equivalent, for two coconuts, or 50 for 100. If 
so, the gross profit would be reduced to a miserable 400 per 
cent, instead of 100,000 per cent. When we remember that 
the ships were small, the voyagejp very long, the expenses very 
hjgh, and the risk of losing the vessel great, it is within the 
bounds of possibility, it is even quite prot^ble, that a full 
cargo of a cheap articll; like coconuts, when sold at a nominal 
^ profit of 400 per cent., resulted in an actupl loss instead of a 
net profit on the whole voyage. I am here thinking of the 
early days^pf the trade between Europe and the oversea 
countries, and wish to draw attention to the fact that the 
enormous profit which was undoubtedly sometimes obtained 
on the tentative efforts which were made to create and develop 
this commerce, depended largely upon maintaining scarcity 
values. It is recorded of the DuCch, who for a long time had a 
monopoly of the spice trade with 'the Far Slast, that they 
sometimes burned part of the supplies, if tpo many spice vessels 
arrived simultaneously, rather than face a heavy drop in prices. 

The dificulties attending the navigation of the long-distance 
voyages were in course of time gradually reduced, the construc- 
tion of the vessels was improved, and their size enlarged ; and 
instead of the haphazard voyages of isolated adventurers, the 
oversea business was by degrees more systematically organized. 
Large companies were started which established factories at 
suitable places in the oversea countries. European manu- 
factures, particularly thos? of EhgT^tS^creased in import^ce. 
Instead of sending out quite worthless rubbish for the delectation 
of childish savages, a regular export trade gradually developed 
in cheap but useful products ^f the superior European indus- 
tries, and the outgoing vessels brought home in exchange 
cargoes of what became in course of Vime known as Colonial 
produce— sugar, coffee, spices, i^(w materials, etc. The cost of 
transparf for both voyages, out and homewards, was still Uigh, 
there was still a stropg element of hazard in this b^amdi 
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without its aid» the trade between the different continents 
could not have grown so rapidly as has actually been the 
case. I 

But above all must be mentioned the enormous progress of 
the commercial ability, and the expansion of enterprise among* 
the leading nations of the world which has taken place within 
our own time. The merchants have literally made of the entire 
globe one single market. 

Before the present war broke out, London was the commercial 
Metropolis of the world. It wa^no longer a staple place in 
th^old meaning of this word. For the goods which axe not 
destined for consumption in England itselfpare no longer 
shipped exclusively to London, but go mostly direct to the 
various consuming counties. But all oversea goods were 
sold on the basis of the price which might be obtained c.i.f. 
London withw^dditions or deductions, according as the freight 
to the place of destination was [higher or lower than the rate 
to London, and London was the great financial clearing house 
of the world. It is not probable that the result of the war will 
be to shift the centre of international trade to any other city ; 
but even if this should happen, ft will not materially change 
the conditions under which international trade is carried on, 
for it will merely make the price in the new Metropolis instead 
of London^ the dominant factor in the regulation of the world 
price. 

It would be impossible to overrate the service which the 
merchants have done for humanity by thus equalizing the 
prices current in every part of the world. They have entirely 
done away with the condition which still ruled until the beginning 
of the nineteenth century, that there co-existed in different 
countries different levels ^f valui^ to Jdjie great detriment of 
producers in undeveloped countries^ and to all consumers. 
Nowadays, the producers of wheat for instance, in the United 
States, in Argentine, or India, obtain, when their land is 
connected by railways with sAippmg ports, the same London 
price for thei]^pA)duce as farmers in England, less the cost of 
transport and the moderate profit o^ the dealers and the 
international corn ‘merchants. ••’And conversely the output 
of all the wheat lands of the world is placed at the disposal of 
the consumers in all t^ofie countries which do not grow a 

r 
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sufficient quantity of wheat for the sustenance of their in- 
habitants. • 

What applies to the importation of wheat find other oversea 
produce to Europe, that the price is regulated by the relation 
between the total supply and the total demand of the entire 
world instead of depending on local market conditions, also 
applies to the regulation of the price of the industrial products 
which are exported from Europe and the United States to the 
other continents. Numerous merchant firms in London, 
Hamburg, Antwerp, and othd: large cities, as well as in New 
York, have covered the surface of our globe with branah 
establishments f8r the infJ)ort from and export to the other 
continents ; and the numerous manufacturing firms daily offer 
their goods to theseanternational houses, who thus get a reliable 
survey of the quantities which are on offer in the market. They 
are able to pit the one manufacturer against the'Vther, and to 
buy those goods which are at the moment, in proportion to 
their quality, the cheapest. By the competition of the manu- 
facturers and merchants, the buyers in the oversea markets 
are effectively protected against being over-charged, and the 
tendency of thi» gigantic fjominercial organization is to create 
a current world market price for all the commodities which 
are produced in big* quantities, irrespective of their nature. 
The industrial output is increased from year to ygar. The 
merchants are able to find somewhere in the world an outlet 
for it all ; but the very fact that the production grows leads to 
a constant cheapening of the industrial products, which cost 
in the oversea markets the manufactujers’ prices plus cost of 
transport and the profit of the merchants. 

The days when one might buy Colonial produce for small 
quantities of nearly w^i^hleaftJB^qfOpean rubbish are past, or 
at all events they are fl6t disappearing, for even savages in 
out-of-the-way places have been drawn into the ever-growing 
network of international trade,^ and have come within the 
calculations of the distributing merchants; and the savages 
have thereby been educated up to basing tfieir standard of 
valuation approximately upon the European level. , 

Social Democracy is not a^ •practicable 'form of economic 
organization within the borders of each country, being based 
upon a mistake]^ deduction from wrong scientific theory. 

18 ’ 
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tie lealiaed, because it would be tbtally unfit &r solvinf 
higtdy complex p|x)blem of the international distribution of 
the products of agriculture and industries in the innumerable 
countries of the world. * 


The man in a gold-diggers’ camp who strikes a rich lode may 
become wealthy, while his fellows toay be on the point of 
starvation, although they work very hard. Such difference 
of fortune is inseparable from human conditions. A people 
which has taken possession of a fertile country with an agree- 
able climate can live ^ comfort afid luxuiy, while it is the 
lot of other nations to ^ive in barren countries where the 
climate is severe, so that they manage todind a scant living 
only by an incessant struggle with an inhospitable nature. In 
past ages nSfhing which man might do could ameliorate the 
unfortunate condition of those who had got by an accident a 
poor country for their home, except migration to more fertile 
districts, which generally led to war with the previous inhabi- 
tants. The Migration of the Peoples in the first centuries of 
the Christian Era is an example, on a large scale, of such an 
attempt of the nations to better their lot. The great emigration 
from Europe to the United States and other oversea countries 
during the nineteenth century, is a parallel movement on a 
much more gigantic scale. But finally there will be no more 
room for wholesale migration, and the nations who are already 
in possession of the land will have grown strong enough to 
prevent newcomers from ousting them from it. 

No human ingenuity can make a naturally barren country 
fertile. But there are few places inhabited by man which 
are so utterly devoid of. r'»<^uraL resoaS''*es that some kind or 
another of production cannot be carried on more or less success- 
fully. The most important result of the conversion of the 
entire world into one single* market has been that it has 
placed the possibility of concentrated production within the 
reach of almost any district of the globe. For when prices 
havo been equalized, the cost of transport and commercial 
profit!^ have been reduced, anV the whole world is open to 
exchange goods with anybody who has anything to sell on 
good terms, a slight natural advantage may be sufficient to 
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iMtte Ibf Ik partioMlit district an extennve sale for the om- 
mdditics it can proAioe dieaper or belter thasi 
If the inhabitants recognize this, and do not|mte tbek cMcgf 
01^ the production of things in which they 
but concentrate their efforts on tl& produetk® ttoio 
modities which are best suited to the natural ooiiditioii% Wiy 
may thereby still further increase their superioflty 
particular field of enterprise for which the district if nataWHlP 

adapted. . 

It comes natural for a Nterwegian in this oonnericni to 
point out the contrast between the North of Norway and l!ie 
South of Italy. ^Ithouglf the northerp part of Norway, fton 
the Lofoten Islands northwards, dofs not suffer from such a 
very inclement clinftite as most foreigners are probably inclined 
to believe, and agriculture may be carried on with a fair 
amount of success, this part of Norway could nSf support its 
present population if the sea did not constitute their prin- 
cipal harvest field. Enormous shoals of codfish come there 
each winter to spawn, and the climate is unique in the facility 
it offers for the production of dried, unsalted codfish (stockfish). 
The inhabitants might neglect the fisheries for the improvement 
of their agriculture, they might even grow vines and orange 
trees in hot-houses, fiut they do nothing of the sort. Finding 
a constantly growing demand for their fish products, thanks 
to the steady improvement of international trade, they have 
several times increased, during the last fifty years, the size and 
efficiency of their fishing fleet. In South Italy dried codfish 
could not be produefid, even if the fish could be caught, because 
the drying cannot be done except in a country with a winter 
temperature near the freezing point ; but they can produce in 
abund^ce olive oil, wp%pgii»t and other sub-tropical 

products ; and exportingThem to Norway and other countries, 
they buy for the money thus obtained the quantity of Nor- 
wegian dried codfish which they i^uire. 

On this exchange of commodities ‘ the inhabitants of the 
northern parts of Norway have become, during the last two 
or three generations, if not exactly wealthy, at all events 
economically prosperous, in spite of the fact tl^it^they 
form the most northerly outpost of the white race on the 
globe. 
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file progtess of this part of tho Nomegiaii wmm 

has mlly been quite marvellous, ts directly traceable to <&e 
bei!iefieent induei^e of the growth of mtematiotial trader 
utd similar things have occurred in most countries. • 
But in regard to the in^uence which international trade is 
destined to exercise upon the conditions of life in the various 
parts of the world, particularly upon the conditions of life in 
hitherto thinly populated countries on the outskirts of civiliza- 
tion, humanity still stands only at the earliest beginning of 
an evolution which will finally bring about the most remarkable 
cHanges. For hand in hand with international trade, the com- 
plete industrialization 9f the world will in tffe years to come 
do wonders for the transformation and equalization of human 
conditions. • 

In the earljr history of the English iron trade, when it was 
still dependent upon the use of charcoal, it continually shifted 
from one district to another as the supply of wood in one 
place after another gave out. A similar shifting also occurred, 
after coke had come into use for iron making, to localities 
where water power was available for producing the draught. 
And when steam power had bee^ introduced, iron works 
sprang up in previously almost uninhabited districts, in such 
localities where coal and ores were foun(f in juxtaposition. In 
recent yhars the iron industries of the United States and 
Germany have largely surpassed the output of the British 
iron industry, but the production of iron is still mostly con- 
centrated in those localities which possess an abundance of 
coal suitable for the coking process. The iron ores are exported 
from many countries to the great iron-making centres. Quite 
recently the problem of smelting iron by electric energy has 
been taken up, and if ^^i be happily solvei it is 

quite probable that iron will be produced close to the place 
where the iron deposits are situated, provided there are water- 
falls in the neighbourhood frr supplying cheap electricity. A 
quite new method of iron-making has just been invented by 
two young Norwegian engineers, Messrs. Westheim and Edwin, 
and* the famous , Swedish engineer. Dr. Grondal ; by this 
method «the reduction of the ores is to be effected by electric 
heating into a burning oil gas ; and if successful, this method 
will make it possible \o use for the production pf iron, or 
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It u, in ony case, only a question of time when the engineers 
will succeed in making iron profitably on any spot where ores 
lure foun^ in sufficient quantities fuid where cheap dectiicity 
is obtainable. When this has been achieved it will mean tfai^ 
the iron production will no longer be concentrated in a few 
places to the same preponderating extent as hitherto. The 
iron industry being the. mother of a vast number of kindred 
industries, such a change as indicated will bring about a 
general decentralization of the industries, and a large number 
of districts which to-day ^re only very thinly populated, wdl 
become populous and progressive comfnunities. 

This is only giv^n as an example to show the direction in 
which it may be expected that future industrial development 
will in all probability move. Industrially^undeveloped 
countries or districts will be taken in hand. Technical ideas 
are the common property of humanity, and wherever there is 
a district which from one cause or another offers special facilities 
for some kind of industrial production, it is sure to attract 
some day the attention of otie of the numerous, ubiquitous, 
and watchful business men who look upon the entire world as 
their home. The business man, seeing a chance of making 
money, will engage trained engineers to develop the*industritfi 
possibilities, and after a few years a teeming population will 
fill the spot where previously perhaps only a few hunters 
could find a precarious living. 

There is absolutely no limit to the^ aggregate resources of 
the entire world; from year to year new sources of raw 
materials will be discovered, and novel methods for utilizing 
them will be introduii*»d, th^wajjjgji^the alliance between mer- 
chants and engineers, Ifhich is daily becoming closer. The 
result of their combined efforts will be to raise continually the 
standard of life in all parts of the globe, and to add year 
by year to the area where populous communities may tlnrive 
find prosper. ^ 

Nothing can in the long run prevent those international 
tendencies which have been iRetched abo^e from ^ejting a 
constantly growing and beneficent influence upon the economic 
and cultural de^lopment of our race. In proportion as all 
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ittbmy of foitipim, wUch li«i i 
pbdi^ized all mtioins, win gradually die out 
iilieiiiatioiial trade will ultimately ddiver mftnltM ItuiB 
Wae ^irit, that terrible and disgusting atavism. i 

But this evolution of our civilization towards universal pfa ^ fr 
ind goodwill among the nations is still, unfortunately, to » 
large extent counteracted by a foolish jand perverse institutbn 
which survives as an evil relic from the dark period at the 
beginning of the Modem Era. I am referring, of course, to 
the system of protective customs duties whioh still prevails in 
most countries. ^ 


This system has undergone several met^orphoses, which 
gmerally happens with institutions that continue during a 
protracted pSEiod. At the time when the national states of 
Europe were slowly evolved out of the anarchy of feudalism, 
our Continent had sunk down into a wretched condition of 
poverty and economic disorganization. Money was extremely 
scarce, and the lack of a good and sufficient currency was 
found to be one of the most seriobs obstacles to^ rapid consoli- 
dation of the various countries in wh\ch the rulers tried, more 
or less successfully, to establish a novo «an organized State 
aVithority.! 

The first thing which these rulers had to do was to find 
means for obtaining a revenue. Direct taxation could not 
yield much in the very primitive societies which at that time 
ekisted in all countries pf Europe. • 

The Italian commercial cities were the first places in which 
capital again began to accumulate. Hardly anything impressed 
visitors to those cities froQ7^1p^ide fif^othe Alps more than 
their abundance of ready money, and it*is not strange that They 
fell into the error of mistaking this sign of opulence for the 
substance itself. They were confirmed in this error by the 
circumstance |hat when the mercliant bankers of Italy gave 
financial assista&ce to penurious princes, the loans were 
xsoncluded in the terms of money transactions. * 

To c|us^ the feudal vassals, tlia princes needed armies, guns, 
and ammunition, which required money ; and to obtain sufficient 
cash revenues became tke<all-absorbing object of the policy of 
r ^ 
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liiw ^^teii was a mult of thok inteiBlIkflMd ti^ 
l^cei were therefore amdoas thaUthenr states AffxiA 
^gege m commerce, the more 'so as customs duties 
imported goods placed at their disposal an easy way of increase 
ingt^eir revenues. 

As soon as trade begpn to play a somewhat important rib 
in the countries of Western ^urope, an attempt was made to 
comprehend the economic laws by which commerce is regulated* 
With the ^r help which the writings of the scholastic philo- 
sophers could give, an ignorant age«came to the conclusion 
that a country woijld become rich iif proportion as it succeeded 
in drawing to itself large quantities of gold and silver ; and 
trade made this possible. Mercantilism, whicb* is the child 
of prejudices and misconceptions, could never grow into a 
real science, having too shaky a foundation ; but from the 
fourteenth century the conception that poverty consists of 
lack of money, and that the wealth of a country depends upon 
its ability to ^command a plentiful supply of the precious 
metals, dominated more ’and more completely all countries of 
Europe. Colbert, who was the Minister of Louis XIV from 
1661 to 1683, based upon the, mercantile balance-of-trade 
theory his famous regulations, by which he made mercantilism 
a comprehensive administrative system. HiS aim was to 
restrict importation, incite exportation, aj^d obtain cash 
from abroad for tjie balance. To stimulate industries within 
the country was one of the steps which he took for giving 
effect to this policy. The duty upon raw materials which 
they needed was r^uced, and the export of such materials 
prolfibited. Heavy di^ybies w3#25arged on imported manu- 
factured articles, privileges were granted, and subsidies were 
paid to those people who were willing to start manufactures. 
This system was imitated ifl mckt countries. 

In England, where the landowners wera dominant, they 
'used their influence tlb get laws enacted which aimed at 
regulating the corn prices ipitheir favour* by export subsidies 
when that suited them, and by import duties when they 
feared competition in the home markets. 
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The most sbsatd sttm^ wm made to **jtegiikte ^ the 
indastries. The rate of wi^ wai, fixed hy the State, which 
also decided in which localities each industry should be carried 
on. The manufalaturing processes, too, were minutely pre- 
scribed. Both in France rand in England the export df 
machinery was prohibited, and skilled artisans were forbidden 
to leave the country. 

Short of trying to produce wine from hot-house grapes, there 
was hardly any absurdity, in the direction of starting industries 
for which their countries were npt suited, which the different 
governments of Europe did not commit during the mercantile 
period. They all made more or lear» futile efforts to obtain 
colonies which they wanted to exploit, regardless of the in- 
terests of their inhabitants, for the benejfit of the mother 
country. 

Foreign cott*:.tries were regarded as enemies ; a trade which 
brought others any gain must be a loss to one’s own country. 
Within the states the object of all the regulations was to bring 
revenue to the exchequer, and profit to the favoured few 
whom the State had granted privileges. Nobody cared for 
the consumers, and as to the majority of the inhabitants, the 
labourers and peasants, they had lio voice in the matter; 
their duty was to obey and to labour — ^tbe lower their wages 
the better for the landowners and the manufacturers ! 

It was not before the commencement of the nineteenth 
century that mercantilism, as a financial and administrative 
system, was gradually abandoned in most countries, partly 
because it had been a practical and obvious .failure, and partly 
because Adam Smith had laid the foundation of a real science 
of Political Economy which could teach humanity that it had 
been acting for centuries upon a colossd^orror. 

International trade does nofinme loc^g run fiourish unl^ it 
brings profit to all the nations who take part in it, and the 
^ gain of one country is not necessarily a loss to the other. On 
the contrary, if there is an actiT^e add progressive trade between 
two countries, knd it is an ascertained fact that to one of them 
this trade is highly profitable, one is ^justified, without any 
further investigation, in drawing^the conclusion that it is also 
very advantageous to the other party to the mutual exchange 
of commodities. 
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'As to the balaQQeH>f«trad6 theory^ it alrduly done more 
than sufficient mischief, that it ought to be relegated to 
limbo, to be brought into light only when the past follies of 
mankind are to be recorded. If traders ^e left unfettered 
they make a profit on their tran^ctions for themselves, and 
therefore also for their country, whether they import or export 
goods ; and under the free play of trade these transactions are 
regularly liquidated by goods or services. The movement of 
prices automatically regulates the ratio between import and 
export. But, unfortunately, the ghost of the balance-of-tradc 
theory still stalks about the world to haunt mankind, and, as 
Ibsen says, nobody can fully slay a dead man. * 

In the economic world, in the newspaper press, and in 
politics, the producer has still miR;h more to say than the 
patient consumer, and particularly the producers on a grand 
scale, the manufacturers and the landowners, hawe to this day 
dominated politics in nearly every country of the world. ^ 

During the long period in which mercantilism reigned 
supreme in Europe, these classes, the great producers, got into 
the habit of obtaining advantages from their States in the 
shape of privil^es, protectiv^> duties, subsidies, etc. The loss 
of all these advantages ^appeared to these privileged people 
insupportable. To avoid it they have up to now successfully 
made use of the circumstance that mankind generally retail^} 
a theory or conception, which has once been inculcated, a 
long time after its unsoundness has been abundantly demon- 
strated, To the vast majority of people it still seems perfectly 
self-evident that i^ a commodity is imported which might be 
produced in the country, it is a natiohal loss, and a country 
which exports much more than it imports must get rich. 
Playing upon this popular, i gno rance, the producers have 
suc^ded in most couniries inT*<Mvincing the working classes, 
that if only the industries, including agriculture, are sufficiently 
protected, the production will thereby be increased, and there 
will be a better demand for Ikboik with higher wages. By the 
cunning use of the catch-phrase “ protection far home labour,” 
the producers have hithAlo succeeded in ensnaring the working 
classes in all countries, with thipiexception of Great Britain and 
Ireland,, and have obtained with their help high j^rolective 
barriers. 
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it would not be possible to inrent more absurd 

tiban Protection under modem conditions. Every effmt is 
made to improve the means of communication ; more railways 
are constructed;^! new and better steamship lines are 
started; the telegraph and postal services are constantly 
improved— all of which is done in order to facilitate trade and 
the free exchange of goods between all the nations of the earth. 
At the same time each country raises its customs duties higher 
and higher to “ protect native labour^!’ The merchants have 
succeeded to a most remarkable, extent in making the entire 
wcjrld one market, but the selfish greed of the producers has 
prompted them to use their political iftfluencedx) obtain barriers 
at the many frontiers, irf order to stem the tide of the economic 
internationalization of theliuman race. , 

But the time will ultimately come when the consumers will 
rise to bmsh<ilway this reactionary system. For while a few 
producers may gain by Protection, all the consumers have 
to pay for this folly of going counter to the irresistible rational 
tendency of our civilization. 

Let us suppose that in one country A, a certain commodity 
may be manufactured and sold* with an average profit at a 
price of 90, and that in another country B, it cannot, from one 
cause or another, be manufactured and sold at a lower price 
than 95, if the manufacturers are to obtain an average profit. 
If there is no customs duty in the country B, the commodity 
will of course be imported, but if a customs duty of 10 is im- 
posed, the manufacturers in B will get the sales, provided they 
accept a price slightly below 100. The manufacturers obtain 
a profit of nearly 5 above the ordinary rate, but the consumers 
must pay an addition of 10 to the price, and there is nobody 
who gains the 5 which re oresentJt he exl^a cost of production 
in the country B. This is a o^d loss the community i^ch 
must be paid for out of the proceeds of the entire productive 
activity of the country. It is a stock argument of the Pro- 
tectionists that, when the dCities^ have been in force for a 
certain time, t^ie Inland competition will be sufficient to prevent 
price![ from advancing. It is true ^at in small countries 
Prote^on frequently stimulates^ the production much beyond 
t^ quantity which the home market can absorb; and the 
producers, who cannot QDmpete outside of their own protected 
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m»xkete» are frequently compelled to sell at a price which 
does not leave them an average profit. But this price reduction 
cannot go for enough to eliminate the higher cost of production, 
and the only result of Protection is, theref^e, that a part of 
the productive capital and labour of the country is employed 
in a wrong direction. If the protective duties are high enough, 
in, a large country, to exclude foreign competition, and the 
production of the protected comm^ities goes beyond the 
needs of the home mai;]cet, there will eventually be formed 
Kartels, as the Germans call ^them, or trusts, as in America, 
to regulate the prices in the inland market, and the balaqpe 
of the production is exported at lower prices. The German 
consumers must pay for the dumping of German goods, of 
which so much ha§ recently been vfritten. 

Either protective duties are superfluous, because the country 
can compete with certain commodities in the ftaarket of the 
world, or they are economically mischievous, for they lead 
to a production for which the protected country is not by its 
nature well suited ; in any case, the system is worked at the 
expense of the consumers, and it is therefore not only economi- 
cally unsound, |put it is immoral, because it is intended for the 
benefit of the few at the expense of the many — of society as 
a whole. t 

Although this system prevails^ everywhere, the, different 
countries export those commodities for the production of which 
they are specially suited, and buy in exchange other com- 
modities which they cannot with advantage produce, in spite 
of the protection.* The system therefore cannot entirely 
prevent individuals from pursuing \heir own economic^ 
interests, but it is a great check on the free exchange of com- 
modities, and it pre><gnts hun^tx, from taking full advantage 
of the possibility, whiok the modern means of communication 
have placed at our disposal, of specializing in each localit}; 
in that kind of production for which it is by nature best fitted. 

The Socialists would render c^r race an invaluable service 
indeed if they were able by their intematloi&l connexions 
to convince the labourdbs in all countries that Protection is a 
wicked system, which contrilmtes more than anything else 
to retard the emancipation of their class from thS fokt of 
poverty. 
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bterhational trade, which tends to eonvert the wcH'kl into 
one market, is the most powerful ix^uence for peace and good* 
inll^among the nations, for it binds them closely together with 
strong ties of mul! lal economic interests, it promotes friendly 
intercourse and knowledge ^tween the various countries, and 
thereby it dissipates the fear, jealousy, and hatred which 
have hitherto been in most countries the dominant feelings 
against “foreigners.” We laugh contemptuously when we 
hear of the Chinese speaking of thf “foreign devils,” but 
even refined people in the mpst highly civilized countries 
generally look down upon other nations; and as for the un- 
educated multitude in Europe, they very sften use exactly 
similar expressions to that of the Chinese. Free trade between 
all countries will graduaUy teach the various nations that the 
despised foreigners are made of pretty much the same stuff 
as themselves^’ and that they all may become good customers 
who ought to be treated with due courtesy. Protection acts 
quite the other way ; by maintaining the fallacy that the loss 
of one nation may be the gain of another, it perpetuates bad 
blood between the different countries, and one day so much 
international hatred has accumulated that it le^ds to a war. 

It is no exaggeration to say that the terrible war would 
never have broken out had not Bismarck in 1879 made Pro- 
tection the corner-stone of his policy. 

In no age have there been so many chances for clever young 
men to create for themselves a brilliant economic position. 
The entire world stands open for them, and they neither 
need rank nor wealth as a stepping-stone ; the capital accumu- 
lations have become so great that those who are responsible 
for their management are constantly on the look-out for men 
who show that they posse ss ^ bilitv. energy, and integrity. 
These young men are the pioneers who^ad humanity through 
internationalization on its forward march to a higher plane of 
^civilization. They may, and they often do, amass great wealth 
for themselves, but only hf doing useful service; under 
modem condition’s lasting wealth can only be gained by those 
who able to contribute to make this globe of ours a better 
abode tor the millidns who pecfple it, and who must still toil 
to 0^ daily bread. 

^e progress towarda the goal of making the world one 



fm mmd <m ist 

siii^e mailket has been rapid during the last hundred years, 
in spite of many hindrancas, of which the Protective system 
is the worst. In the days to come the growing intelligence of 
oj^r race will finally break down this inherit|nce from the dark 
period of ignorance and national# prejudices, and when this 
has happened, progress will indeed become marvellous. 



CHAPTER Xin 


RENT RECONSIDERED 

4 

In the year 1800 Europe had a population of about 190 millions. 
B}(,the end of the century the number had increased to more 
than 400 millions, and to about 460 Aiillionsfh 1914. 

In previous centuries the population was almost stationary, 
or increased but slowly ; it was not an infrequent occurrence 
that a town lost as much as one-fourth of its inhabitants in 
the course of 4 single year as the result of the plague or some 
other epidemic. Infant mortality was terribly high. Not 
before about 1870 did the mortality rate in Europe begin to 
sink rapidly after the introduction of hygienic reforms. The 
mortality in Europe was 81 per thousand in the period 1801 
to 1850; 80-5, 1871-75; and 28-i, 1901-1905. rThe birth-rate 
remained almost stationary during the greater part of the nine- 
teenth century, although varying much itf the different coun- 
tries ; bub the figures began to fall rapidly from 1890-1900, 
particularly in the West of Europe. The average number of 
births per 100 deaths for the whole of Europe in the period 
1801-1850 was 124 ; for the period 1850-1900, 184 ; for 1881- 
1900, 141 ; and for 1901-1904, 154. 

This great increase of the surplus of birth over the death- 
rate caused such a rapid increase of the population that our 
continent was not organize^ tg^bsorb tike whole, and from 
about 1880 there has been a continuously increasing stream of 
emigrants going from Europe to the other continents, prin- 
"bipally to the United States of America, which had in 1800 a 
population of 5,808,000; thA hsd grown to 97,000,000 in 
1918, and 100j80,000 in 1915. The white population has 
also gipwn in Canada, the South American countries, and the 
Australian Commonwealth ; and^lhe total number of the white 
race mtay probably at present be estimated at something like 
800 millions against less c than 200 millions in 1800. 



One of the most remarkable sociological phenomoia is the 
voluntary restriction of theinumber of children which, having 
been practised for generations in France, has suddenly spread 
to all the countries in Western Europe, aud is adopted not 
only by the upper classes, but equally by tne working classes. 
It remains to be seen how this pernicious system will influence 
the future of our race, its proportionate expansion relatively 
to the other races, its morals, and its physical condition. 

We shall here examine only some of the economic conse- 
quences which have been a result of the most remarkable 
increase of the numbers of the white race during the lyt 
hundred, and particularlja during the last fifty years. 

The increase itself, being due mainly to the wonderful 
improvement of tl^e hygienic conditions, is a direct result of 
the rapid growth of the scientific knowledge and of the wealth 
of the white race, both of which may be, to £a large extent, 
described as indirect consequences of the introduction of power 
machinery 150 to 160 years ago. 

The industrialization of human labour, initiated by the 
English, has been carried to its present relative high degree of 
perfection by ^e white race^as a whole. For the different 
nations into which the wlule race is divided have all contributed, 
although not all to the same extent, to the process by which 
the different technical ideas have bfsen, from decade decad^ 
more completely developed. Hand in hand with the ever- 
growing utilization of technical knowledge and skill in the 
productive processes has proceeded the most remarkable pro- 
gress of pure scienqp. Rational knowledge, which has become 
the common inheritance of the white rdbe, has placed it a very 
long way before all the other inhabitants of our globe, and has 
given it the commai^ of the. material resources of the world 
to an extent which would ha^ seemed absolutely incredible 
and quite incomprehensible to the contemporaries of Napoleon. 

The complete change in the economic conditions under which^ 
the white race lives has besides oltier far-reaching consequences 
exerted a most profound influence upon th> rlhtal value of 
land. 

Land as such, apart from tjjie fruits whith nature provides 
spontaneously, does not yield any revenue, and has^thSKfore 
no value whatev^, before accumulfi||l:ed capital is applied for 
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its cultivation. As this capital when spent is irrevocably 
vested in the land, having been entisely consumed In the proc^, 
culljvation of the land would never have been commenced if 
those who had ^iccumulated the necessary capital could 
not have been assured tint they should reap the benefifs, 
and the culture of our race must therefore have commenced 
^m the time when our ancestors first conceived the idea of 
the right of the individual to possess as his property that 
particular part of the land which he cultivated by spending 
upon it his labour of to-day and his accumulated capital, the 
savings out of his previous productive labour. Conditions are 
the same at the present period as ifiiey weuj at the origin of 
our civilization. The “Socialists maintain that while each 
individual may freely enjoy the fruits of his^own labour, means 
of production, as they call them — that is to say, the land — should 
not be subject to private ownership, but should belong to 
society as a whole. But if this theory were ever to be realized, 
the consequence would be that nobody would any longer 
have any interest in accumulating capital for permanent 
investment, because no such investment can take place other- 
wise than by binding the capital indissolubly to the soil. 
When the land is cultivated, when the waterfall is harnessed, 
when a mine is sunk, or a mill is constructed, the previously 
r.ccumulated consumable commodities, which are used for 
these purposes, disappear. Wealth in consumable form is 
converted into permanent capital, which may yield a sufficient 
return in conjunction with future productive labour, but which 
cannot be moved from the spot which has been altered by 
this application of capital. To say that each individual 
may enjoy the fruits of his labours, but to refuse at the same 
time to acknowledge private 'ownership in land, is therefore 
tantamount to forbidding the individual members of society 
to accumulate capital, for they cannot employ their accumu- 
lations unless they sink them, in one form or another, into 
the soil, which they will not? do if by so doing they lose their 
savings. 

In^very primitive social conditions fhe ownership of the land 
was not individualized ; the l .nd was the common property 
of the tribe or the village. Such an organization exist^ in 
Germany until the fourteenth and fifteenth centuries, and it 



atill exists in btx^ge parts of Russia. But 'the result of this 
oonununal management b]j the Afir or village communities 
does not invite imitation, the average yield of wheat per acre 
in Russia being no more than a quarter,, or eight busliels, 
against a yield approaching thirty-two bilshels in England. 
But how can it be better when the lazy and improvident 
members of the Aftr get the same return as the few who are 
exceptionally energetic and clever, and nobody gains anything 
by spending his labour and capital to improve permanently 
the soil ? Mines, mills, Railways, and other modern means of 
production must also, like agricultural land, be under the 
management of t(]^se whq have invested their capital in th£e 
and similar improvements, and not un^er communal direction, 
if an adequate return is to be obtained. 

When land has been properly cultivated by an appropriate 
application of capital, it will yield a return corresponding 
roughly to the average rate of profit in the society of a given 
time and locality. The profit on the capital investment will 
be larger if the soil is fertile by nature, than if it is barren, 
and as long as fertile land is to be had, the barren land will 
not be cultivated, for capita)«will not seek investment in it. 
But although Idhd whiclHias been cultivated may be sold and 
bought also under a primitive state of economic evolution, it 
is not the land, as such, for which a price is paid, but the owner 
is compensated for the capital w&ich he has invested ip it,‘ 
The land as such will have no value, apart from the profit on 
the capital investment. There wiU be no ground-rent value 
before society has advanced sufficiently to make exchange of 
commodities and concentration of production possible. 

As a matter of fact, land values in Europe remained very 
low and almost statj^nary during the long succession of cen- 
turies in which the ecqpomic dIVelopment was very slow and 
the population hardly increased. 

But from the time when the industrialization of the countries^ 
of Western Europe commenced |Jto make rapid progress, a 
decided change took place with regard to the \%lue of land ; 
both agricultural land and building sites in the towns began 
to rise in value. In both case|,this rise was a consequeilbe of 
the increase of the population, and of its consuming power, 

which was a result of industrialization. 

• • 

19 . 
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For centuries the aim of the British Parliament was to 
encourage agriculture, and in 1^9 it was enacted that a 
bounty should be paid upon the export of com when the price 
fell below 48^. per quarter. This arrangement was generally 
considered benefidial by lijeeping prices steady, and by thus 
encouraging the production of wheat. But after a succession 
of bad harvests, all previous Acts dealing with agriculture 
were repealed in 1791, and a new Act was passed. Its object 
was to keep the price between 46s. and 54s. per quarter. 
An export bounty of 5s. was paid if'^the price fell below 44s., 
a ^prohibitive duty was imposed on the import if the price 
kept below 50s., and only 6d. per quarter imported wheat 
if the price went above ^4s. 

The continuous wars with Napoleon prevented for many 
years any considerable importation of corn to the United 
Kingdom, and^the price of wheat ruled very high, culminating 
at 126s. 6d. in the terrible year of 1812. The high prices 
brought the farmers large incomes, and the landowners obtained 
very high rents. 

When, in 1815, peace was in sight, the landowners feared 
that they would be mined by«a large importation from the 
Baltic and America, and Parliament passed an^Act prohibiting 
the importation of wheat if the price did not advance above 
%0s. per quarter. ^ 

But the conditions had been entirely changed since 1689. 
The industrial population had grown so much that the normal 
food requirements of the nation could no longer be met by the 
inland production, and violent price fluctuations resulted from 
this selfish and foolish legislation. In January 1816 wheat 
was sold, in spite of the protection, as low as 52s. 6d. ; as a 
consequence of a poor crop, particularly abroad, during the 
same year the price rose in Jilne 1817i,to 117s. 

The Napoleonic wars had left the European countries 
caddied with a heavy debt, and there was a general stagnation 
to the end of the thirties, i^ten^fied in England by a severe 
commercial crisis In 1887. 

The British working classes, which increased in numbers, 
were 'oppressed by the heavy^, customs duties upon every 
concefvable article which was imported or produced within the 
country, but particular^ J)y the heavy duty upon com and the 
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prohibition of imports, and the British Constitution was shaken 
to its very foundation by the furious agitation for the abolish- 
ment of the com duties. » 

In 1846 Sir Robert Peel carried his fai^us Act, by which 
altemporary protective duty on wheat of 4 / per quarter should 
be imposed when the price was 50s. per quarter, and from 
February 1, 1849, a registration fee of only Is. should be 
charged. This small impost was afterwards abolished. In 
the meantime the custopis tariff had been simplified already 
in 1845, when not less than 480 articles of minor importance 
were struck out of the tariff. • 

Notwithstanding the ^tedical change which had thus been 
made, wheat prices ruled in the folibwing thirty-nine years 
high and fairly st^dy, although thfe importation from foreign 
countries, particularly from the Russian districts round the 
Black Sea, constantly increased to supply the growing needs 
of the rapidly increasing industrial population of Great 
Britain. 

In Prussia, the HohenzoUems based their economic policy 
upon mercantilistic theories, and Frederick the Great carried 
out this systerp with g^gat consistency. He did his best to 
foster manufactures, but did not lose sight of the fact that his 
country was, after afi, mainly an agricultural one. His great 
object was to take care that tht consumers, amcAig whoifi 
were his soldiers, should not be compelled to pay an excessive 
price. The export of corn was prohibited, except on special 
licences which he personally signed with due regard to the 
market conditions ton each occasion. ^Importation was as a 
rule prohibited. If prices threatened to rise on account of a 
scarcity, he let the State magazines purchase com, mostly at 
low prices, in Poland Private^speculation in corn was almost ^ 
impossible, for the Kiffg could influence the prices. If they 
went below the point at which the landowners could produce 
at a profit, the State magazines went into the market and made 
large purchases which caused an^advance. .BuJ if the prices 
rose so much that the labourers and soldiers could not afford 
it, com from the State Inagazines was thrown on the market 
in sufficient quantities to caus^k fall. In 1771-72, whei^ there 
was a terrible famine in the neighbouring countries, owing 
to failure of 4he crops, prices • ifl Prussia were kept 
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fidrly moderate ; and wh«i the price fell in the years 1777-80, 
as a consequence of very abundant harvests, so that farmers 
con^lained that the com production did not pay them, heavy 
State purchases brought the price up to an average. 

During the French occupr tion of Prussia, the high protective 
duties and the various prohibitions against the import of 
certain kinds of goods were discontinued by Napoleon. After 
peace had been concluded it appeared that the low tariffs 
which the French had imposed werev sufficient for protecting 
the industries, and the attempt to have the old mercantile 
syrtem reintroduced failed. The Customs Act of 1818 marked 
the change. 

The Revolution and the Napoleonic Empire swept away in 
France, amongst many bther things, also the mercantile 
system. But at the Restoration, Protection was reintroduced 
to satisfy the general reactionary tendencies which set in. 
Napoleon III altered entirely the economic policy of France, 
when he had been won by Richard Cobden to free trade 
principles ; and he concluded the commercial treaty with Great 
Britain and Ireland on January 28, 1860, which inaugurated 
a short period of relatively hti an^, easy exchange of com- 
modities between nearly all countries in the West of Europe. 
This happy period, however, came to ^an abrupt close in 
1679, when Bismarck introduced his protective system, which 
was imitated in most countries. 

During the second half of the nineteenth century the indus- 
trialization of the western parts of Europe began to develop 
with a constantly increasing rapidity, ani about the same 
time the fetters which had previously hindered the com trade 
were mostly sundered. 

The demand for com and i^er foodaCuffs for the rapidly 
growing industrial populaticm, and for ra^ materials for the ever- 
increasing industries, grew so much, however, that the industrial 
'countries were quite unable to produce sufficient quantities 
for their need^ I^ew source^'' of supply had to be constantly 
sought out; and Vhile the Baltic provinces of Russia had for 
a long, time been the principal granary Vf Europe, the supplies 
bam l^e provinces'' round the Hack Sea b^an to play year 
by year a more important rdle in the import statistics of Great 
Britain and Ireland and the other industrial countries. The 
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prohibition of imports, and the British Constitution was shaken 
to its very foundation by the furious agitation for the abolish- 
ment of the com duties. » 

In 1846 Sir Robert Peel carried his fai^us Act, by which 
altemporary protective duty on wheat of 4 / per quarter should 
be imposed when the price was 50s. per quarter, and from 
February 1, 1849, a registration fee of only Is. should be 
charged. This small impost was afterwards abolished. In 
the meantime the custopis tariff had been simplified already 
in 1845, when not less than 480 articles of minor importance 
were struck out of the tariff. • 

Notwithstanding the ^tedical change which had thus been 
made, wheat prices ruled in the folibwing thirty-nine years 
high and fairly st^dy, although thfe importation from foreign 
countries, particularly from the Russian districts round the 
Black Sea, constantly increased to supply the growing needs 
of the rapidly increasing industrial population of Great 
Britain. 

In Prussia, the HohenzoUems based their economic policy 
upon mercantilistic theories, and Frederick the Great carried 
out this systerp with g^gat consistency. He did his best to 
foster manufactures, but did not lose sight of the fact that his 
country was, after afi, mainly an agricultural one. His great 
object was to take care that tht consumers, amcAig whoifi 
were his soldiers, should not be compelled to pay an excessive 
price. The export of corn was prohibited, except on special 
licences which he personally signed with due regard to the 
market conditions ton each occasion. ^Importation was as a 
rule prohibited. If prices threatened to rise on account of a 
scarcity, he let the State magazines purchase com, mostly at 
low prices, in Poland Private^speculation in corn was almost 
impossible, for the Kiffg could influence the prices. If they 
went below the point at which the landowners could produce 
at a profit, the State magazines went into the market and made 
large purchases which caused an^advance. .BuJ if the prices 
rose so much that the labourers and soldiers could not afford 
it, com from the State Inagazines was thrown on the market 
in sufficient quantities to caus^k fall. In 1771-72, whei^ there 
was a terrible famine in the neighbouring countries, owing 
to failure of 4he crops, prices • ifl Prussia were kept 
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came more fi!om the most distant ootmtries or Thispro* 

cess spread prosperity in all the coifintries which were under its 
influence,* the rental value of land rose, and the farmers made 
satisfactory profits. It is quite impossible to obtain statistics 
to show precisely now much each of the different countries 
and districts within the area of supply benefited. But referring 
to the analysis of rent in a previous chapter, I am convinced 
that the outlying districts benefited in the aggregate considerably 
more than the agricultural producers. in the United Kingdom 
and in the other industrialized countries. This may be said with 
coijpdence, partly because the total agricultural area of the 
outlying districts was so much larger than thrff of the industrial- 
ized countries, and partly because many improvements in the 
means of communication wfere successively introduced by which 
the cost of transport was relatively much more reduced on long 
than on very* short distances. People who are intimately 
acquainted with conditions in Russia will, I am quite confident, 
be able to confirm this statement. But owing to the wretched 
system of agriculture which still prevails in that naturally fertile 
country, the average yield per acre is still miserably small, and 
the rental value therefore also felatiyely low compared with 
the rent which prevailed in England at the close of that period 
which we have been reviewing. But a smalf rent on an enormous 
nvmber of^acres may become in the aggregate much more than 
a high rent of a comparatively small acreage. 

For everybody connected with agriculture in Europe this 
period had thus been advantageous. Land had risen in value, 
apart altogether from the^profit on the capitahwhich was invested 
in its cultivation, and the business of farmers had upon the whole 
been profitable. 

But in the year 1884 a comj^ete changd:* of these conditions 
occurred, for in that year the average '"Gazette price dropped 
from 45s. Id. as it had been in 1882, and 41s. 7d. in 1888, to 
ftb*. 8d., as a consequence of the immense quantities of wheat 
which had conjmepced to potlr in from the United States of 
America ; and as tms importation, instead of falling off, increased 
from y^par to year, the world price of wheat settled down on a 
pennai)pntly much lower level tlfen had previously ruled. In- 
stead of rising, the rental value of agricultural land in Europe 
began to fall in the mosfaferming manner, and landowners and 



faimers in Europe oomi^ained that they could no longer grow 
wheat with a profit. • 

This powerf^ul competition from America had come abo^t as 
a^result of the daring enterprise of the railway promoters in 
the United States of America. (Jongress /Ranted them as a 
subsidy enormous stretches of public land on both sides of 
the proposed railways, and the prospect of reaping, on this 
hitherto perfectly useless land, the gain of a rental value, by 
giving access to the shipping ports for its coming wheat harvests, 
was a sufficient inducement to these men to embark upon their 
gigantic undertakings. * 

That illogical plophet Henry George, and his blind disci^es, 
have tried to convince the world that ^poverty is a direct conse- 
quence of the circuinstance that land is subject to private owner- 
ship and in a progressive country commands an increasing 
rental value. Nothing could be further removed from the truth. 
The rental value of land is the direct result of exchange of com- 
modities, and it grows just in proportion as the circle of commerce 
of a given centre of concentrated production increases. The 
rent is not the cause of, but a result from the increasing price 
which must bg paid to, 9 btaift supplies from distant parts, and 
the very fact that this unearned increment may be obtained 
is the most powerfifi stimulus both to an improvement of the 
agricultural production in the neighbourhood of that centre, 
and to making efforts for cheapening the cost of transport in 
order to draw new districts within the circle of commerce. The 
result of these two tendencies in combination is to increase 
the supply of th% produce for the population of the centre, 
and thus to prevent the prices from becoming excessive ; and 
the cheapening of the cost of transport over long distances, 
while it checks th^irise of the# ground rent near the centre or 
even causes it to fall, Enhanced the rental value of the immense^ 
acreage near the circumference with an amount that many times 
exceeds the loss of rental value in the small area near the ceotie. 

Experience has abundan&y demonstrated the soundness of 
the judgment of the American railway pioSfeers. The railway 
companies have long a^ disposed of the land which was granted 
to them, on such terms that |hey have be5n thereby financially 
consolidated, and the farmers who bought it ha^’e become, 
probably, the^most prosperous agricultural community that 
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human history can record. At the very outset they ruidied 
into this business of converting the Virgin prairies into immense 
whea^t fields with such en»gy that their very success threatened 
to frustrate their speculation, for so enormous were the quantitiijs 
which they were a\)le to ship to Europe that they entirely 
knocked the bottom out of the market. But at this crisis they 
were saved by their own ability to industrialize the wheat pro- 
duction and thereby reduce the cost of production, and by the 
very substantial reduction of the cost> of transport which the 
railway companies were compelled by the necessity of the case 
to pffect. The immensity of the quantities that had to be 
shipped across the Atlantic produced li«ewise^ heavy reduction 
in the cost of ocean traneport. The result of all these factors 
has been that the land of the prairies to-day represents an enor- 
mous aggregate rental value, and that the wheat production 
yields a fine profit on the capital invested in the cultivation 
over and above the rent. 

So far from this unearned increment having contributed to 
the poverty of the European consumers, the fact that it allured 
keen business men with the command of sufficient capital to 
create the means of cultivation of the prairies has saved them 
from paying exorbitant prices for their supply of wheat. 

It may sound a paradox, but it is an ihcontrovertible fact 
that nobody* pays for the increasing rental value of land, although 
the ow^iiers reap it, because the possibility of obtaining it is 
such a powerful stimulus that it is sufficient to increase the 
supplies to the necessary extent. Rent is therefore an auto- 
matically acting protection for the consumers.*’ 

Indeed, it does more, "fht wealth which is distributed through 
the rising rental value of agricultural land among thousands 
or millions of farmers, acts upoiv the whole^society as a great 
“" reservoir of economic strength. In proportion as the cultivators 
of the soil prosper, they become better customers for the products 
ofSjk? industries, which are placed Ijy the growing sales to the 
farmers in a position to increas#more and more their efficiency. 

The perfectly astonishing economic evolution of the United 
States of America in the course of the last^thirty years is a result 
of the ^nstant action and reacVion between its agricultural 
and industrikl sections. So rapid has the industrialization of 
tins remarkable society been* that the exports from the States 
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of Agricultural produce are already dedimng, and one nuty 
{Mredict with considerable esftM^tude the day when the States 
will cease to be exporters of foodstuffs. They have, indfed, 
alr^y commenced to import chilled meat, hides, wool, etc., 
from South America, and the fear of the agricultural population 
of Europe that they would be completely ruined by the com- 
petition from the States may therefore be allayed. 

But the rSle as the wheat-provider of Europe which the United 
States of North America have played during the last twenty-five 
to thirty years, and are now on the point of relinquishing, has 
already been taken up successfully by Canada, by Argentine, 
by India, and othfcr coufitries. The time is fortunately still 
very distant when the prospect of giving a rental value to land 
will not be sufficiently powerful inducement to bring new lands 
within the circle of commerce of the industrialized countries 
for suppl 3 ring them with the food which they require. 

As an instance of what wide scope there is for making a profit 
by taking up land in undeveloped or only partially developed 
countries, I may relate a case which has just come under my 
notice. An estancia, comprising 77,000 hectares of land 
situated in the northern, part bf Argentine, has recently been 
offered for sale for about Kr.650,000. It contains about 

20.000 hectares of gra%s land, which may feed probably at least 

200.000 head of cattle ; it contains fdso valuable quebracha and 
other forests, and there is petroleum. To develop stfch a 
property will require several millions of kroner in capital. But 
when it is stated that small Norwegian farms are daily changing 
hands at prices ranging between Kr, 1,000 and Kr. 1,500 per 
hectare, it will be seen what an enormous possibility of gain 
there is in such an extensive Argentine property. The “ un- 
earned increment ” ^ch will accrue to those who are venture- 
some enough to sink fReir capi^al in developing new sources of 
supply for the industrialized countries is a guarantee that they 
are not likely to starve in thg immediate future. 

The fear which was entertained that this ^^ipetition from 
countries in the other continents would ruin agriculture in 
Europe was, however, greatly exaggerated. Not only a^e the 
Unit^ States of America begiitling to consume at hom^ their 
enormous production of foodstuffs, but com prices hdve in the 
last few years sh#wn a slightly advancing tendency. Yet even 



are to remain pennanei^fy on • nooiidaEddy/l^^ 
feivri than before 1884, this does ifot mean that wlieftt majmo 
longer be grown profitably in Europe. It would, indeodi be 
very strange if the cost of production should be found to be 
higher under an intensive ^ystem of agriculture than un^ 
exhaustive farming ^ practi^ on the American prairies. But 
if the price is permanently lowered, partially as a result of a eon*- 
siderable cheapening of the cost of transport on long distanoes, 
land in Europe will lose part or the whole of the advantage which 
its situation close to the consuming centres had previously 
giyen it, and it was this advantage which gave it a rental value. 
If these altered conditions becomi penUhnent the rental 
value of agricultural land in Europe will sink or disappear al- 
together. This will be a Serious loss to the present owners of 
the land, and it will tend to diminish for a time the economic 
prosperity among the agricultural classes of Europe, but it will 
not affect the profitableness of farming or the rate of profit 
on the capital which has actually been invested in the land 
for its cultivation; the unearned increment will disappear, 
and also the capital which has been paid for the rental value. 
During the period of disorganitatiou. the landowners will be 
impoverished, but afterwards agriculture will again fiourish. 
The great increase in the number of locaf centres of industrial 
peoductioh will to a great extent alleviate for the landowners 
of Efirope the evil effects of the competition from oversea 
countries, because it will make intensive cultivation, and the pro- 
duction of provisions, dairy and garden produce, profitable. 
Denmark has given the world at large an example on a grand 
scale of what intelligent’ farmers may achieve when they apply 
in their daily work the teachings of advanced science. The 
changes of market conditions, <which influAice in one direction 
or another the rental value of agricultural land, are, however, 
likely to be more frequent and rapid than they used to be ; it 
bS therefore be necessary for farmers in aU countries of Europe 
to imitate the pxample of thd Danes, and lestm to adapt them- 
selves better than previously to the ever-changing conditions. 
To try to counteract the effects of th^ oversea competition on 
the oinking rental value of laitd in Europe, which previously 
existing cobditions had given it, by imposing high customs duties 
on agricultural produce* is sheer madness, for this value haa 
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tile indtistfial pck <d the population bm feapk^* m ^ dy^ 
itf tower iffioes for their foodstuSs, the benefit which the toehnieal 
in^fovements should bring them. !|^he site ^ue of agrieuitiiiil 
hud having to a great extent disappeared, nie other dasses lie 
to be fined for the sake of maintaining it fictitiously. If land 
values in Europe are allowed to find their rational level, the land 
will not go out of cultivaj;ion, but it will have to be sold at a 
price which ^ permit the cultivator to obtain an average profit 
cm the lower capital which is, Imder such conditions, actuaj^y 
needed for the cultiNrationS 

The sooner this reorganization process is allowed to take its 
own course without State interference? the sooner will agriculture 
in Europe again become prosperous, but such great economic 
operations are never agreeable for those who have to undergo 
them. 

Land which is equally indispensable for industrial production 
and for the housing of the town population as for agricultural 
production, had no rental value before man commenced his 
productive actis^ity upon the^soil, and for a very long time 
afterwards. Value is not a natural property of the land, but 
a relation which is Entirely due to human economic activity. 
The cost of labour has at all timeps and everywhere •tended to 
equality, although daily wages have always differed ^flatly. 
The profit on capital also tends to equality according to the 
stage of capitalization. The profit of capital per unit of the 
product falls with teach successive step of technical progress ; 
and the profit, reckoned at the rate on the capital per annum, 
falls still more, because the rate of capitalization increases more 
rapidly than production. But the sum of annual profit increases 
with ^e growing rate%f capitalization. 

When man first began to use the earth for his productive 
purposes, the land stretched in all directions unoccupied*, 
and humanity, increasing in numbers, took^pq^session of one 
part of it after the other as required. During a very long period 
productive methods wAe oiUy slowly developed, and almost 
identical economic conditions prevailed evei^here, witl^nearly 
the same low rate of daily wages, and a fairly equdl and high 
rate of profit 9here could not under such conditions be much 



aoo IMAGINATION, LUBOjm, CIVILIZATION 

trade between distant countries or districts, and a plot of land 
of a certain size would be equally useful for productive purposes 
whether situated in one district or country or another. Fertile 
land, or land which was more easily cultivated, would by prefer- 
ence attract capital, irresp^tive of its geographical situation, 
and it would be worth more than poor land because it yielded 
a greater quantity of produce and therefore a higher rate of 
profit on the capital investment. But the land in general could 
not attain a rental value, because its situation did not matter. 

After a while the productive methods would be more rapidly 
inv^roved in some countries or districts than in others, and the 
same causes which made industrial pr jgress^^ssible would also 
lead to a more rapid aacumulation of wealth. The localities 
which were economically progressive, either by the favours of 
nature or by the aptitude of their inhabitants, would at a certain 
stage of evolution become centres of exchange for the surrounding 
agricultural districts, selling them their cheapened commodities 
and taking their produce in exchange ; and when this process 
commenced, the economic conditions which were previously 
uniform began to be differentiated. 

The exchange of commodities ^hich is the result of economic 
differentiation, cannot extend over a greater area of the land 
than to the point at which the expense of tiansporting the goods 
ju«t balances that cheapening of the production which gave rise 
to an ’exchange. If labour and capital spent on the production 
of agricultural produce to be sent to a central market, obtained 
less in exchange for them than could be produced at home 
with the same labour and capital under primitive methods of 
production, the inhabitants of the place are outside the circle 
of exchange of that market. They will continue to produce 
as before for the satisfaction of their own Meeds ; the rate of 
wages and of profit will remain the sam^ as before, and their 
land will have no rental or site value. But the produce of agri- 
cirit’iral land near the central market will obtain the same price 
as the produce which is sent fr^m the periphery of the circle of 
commerce, and this land will therefore command a site value, 
as explained in a previous chapter. 

We have seen that the agricilHural land round a centre of 
exchange may be conceived as a number of concentric belts, 
in which the rental value per acre is highest in the inner belt, 
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smallest in the outer belt ; but owing to the increase of the area 
as the square of the radius, tbe aggregate rental value is greatest 
in the middle belt and is actually in the aggregate higher in 
the outer belt than in the central belt. The site value of agri- 
cultural land depends on the cost of transp^, and varies with 
variations in this cost, which are frequently greater on long than 
on short distances. 

The same causes which make a town into a centre of exchange 
in a more or less extensive circle of commerce, and which tend to 
give site or rental value to the agricultural land which surrounds 
it, also act within the town itself, and give site value to the 
building ground acogrding^o identical laws. In order to under- 
stand how these act it is necessary to^bear in mind that just 
as there is ati average rate of wages and of profit current in the 
agricultural area which is comprised within the commercial 
circle of the town, so there will be establishefl another and 
different current rate within the town from the moment that 
its productive methods have been differentiated from those of 
the surrounding country. The cost of labour will be the same, 
but owing to greater efficiency, due to division of labour, 
daily wages wil| be higher. The rate of profit will be smaller 
owing to the higher rate of capitalization, but the annual sum 
of profit will be greater. The new standard, whatever it may 
be, will dominate the economic evolution of the town. « ^ 

When the town grows in population because its trade inowases, 
not all the inhabitants can be housed in the immediate neighbour- 
hood of the market-place, neither will there be room for all the 
factories in the centye, if they increase greatly in number. The 
raw materials for the industries, and the food of the people, 
must therefore be transported from the centre to where the fac- 
tories and dwelling- fcwuses are situated. This means an expense 
as well as the locomotion of the persons. As there cannot in one ^ 
market be more than one current price, wages must be advanced 
so much that it covers the trouble of walking for those laboiggrs 
who have the longest distance*to vjulk from their place of abode 
to their place of work. This rise of wages is thllddition to the 
cost of production, for tile labourers must be paid both for the 
productive work which they actually do, and for the unproduc- 
tive labour of walking. The cost of production it litewise 
increased by the cost of transport of, the raw materials to, and 
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gdddfl being sold on the market-place, they must all command 
the same enhanced price. If the buyers within ti^e drctc of 
eoinmerce are willing or able to pay addition, it does not 
matter, but it wiU tend to reduce the area within which %e 
goods can be soldvby diminishing the gain on the exchange. 
If the price of the commodities cannot be advanced, the profit 
on the capital which has been invested in the industries and 
commerce of the town will sink below the average. This will 
tend to check the further growth of the towrf unless new 
improvements of the productive methods again make progress 
possible. 0 ^ 

The number of the population of a town, and its area, are there- 
fore determined by the awrage rate of profit ; they stop when 
the town becomes so large that the gain of exchanging its goods 
with the surrbunding country is more than balanced by the 
increased cost of locomotion within the town itself. 

After the downfall of the Roman Empire it took more than 
a thousand years before any of the towns of Europe again reached 
to a great size. During the Middle Ages and the first centuries 
of the Modem Era, most of Uiem were quitp unimportant, 
and the number of towns was small. It was not before the nine- 
teenth century that the world again saw such populous cities 

Rome and other cities of antiquity. 

UnSa the beginning of the age of machinery the European 
towns had not been so completely differentiated from the open 
country, and they had not been able to improve their methods 
of production so much that they could find extensive market 
for their commodities id a very wide circle of commerce, and 
the means of land commimication remained during nearly 
fifteen hundred years far inferior to thostr which had existed 
^'within the Roman Empire. How could industries and commerce 
develop rapidly under such unfavourable conditions ? As 
fr^^nsequence of the stagnation of the trade of the towns, 
neither the number of their inhabitants nor their areas grew much. 
Many famous towns retained their boundaries almost unchanged 
ftom century to century. The result was that in these small 
towns,' which hardly showed an^ sign of progress, the value of 
bcdldi^ and manufacturing sites remained low and almost 
stationary during very long periods. 
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smallest in the outer belt ; but owing to the increase of the area 
as the square of the radius, tbe aggregate rental value is greatest 
in the middle belt and is actually in the aggregate higher in 
the outer belt than in the central belt. The site value of agri- 
cultural land depends on the cost of transp^, and varies with 
variations in this cost, which are frequently greater on long than 
on short distances. 

The same causes which make a town into a centre of exchange 
in a more or less extensive circle of commerce, and which tend to 
give site or rental value to the agricultural land which surrounds 
it, also act within the town itself, and give site value to the 
building ground acogrding^o identical laws. In order to under- 
stand how these act it is necessary to^bear in mind that just 
as there is ati average rate of wages and of profit current in the 
agricultural area which is comprised within the commercial 
circle of the town, so there will be establishefl another and 
different current rate within the town from the moment that 
its productive methods have been differentiated from those of 
the surrounding country. The cost of labour will be the same, 
but owing to greater efficiency, due to division of labour, 
daily wages wil| be higher. The rate of profit will be smaller 
owing to the higher rate of capitalization, but the annual sum 
of profit will be greater. The new standard, whatever it may 
be, will dominate the economic evolution of the town. « ^ 
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not all the inhabitants can be housed in the immediate neighbour- 
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factories in the centye, if they increase greatly in number. The 
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must therefore be transported from the centre to where the fac- 
tories and dwelling- fcwuses are situated. This means an expense 
as well as the locomotion of the persons. As there cannot in one ^ 
market be more than one current price, wages must be advanced 
so much that it covers the trouble of walking for those laboiggrs 
who have the longest distance*to vjulk from their place of abode 
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cost of production, for tile labourers must be paid both for the 
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tive labour of walking. The cost of production it litewise 
increased by the cost of transport of, the raw materials to, and 
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o(mimumcation» by the appli<»tion of modem technical 
princiides. In many instances thg seeming conflict of interest 
of the different municipalities stood in the way of progress in this 
field. For if the means of locomotion were improv^, it might 
be anticipated that many of the townspeople would settle outside 
its boundaries, ano^j^hus bej^ost as tax-payers. 

The growing rental value of land did, however, at last bring 
the congested towns, which seemed on the point of being 
throttled by their own progress, the much-needed relief. 
Modem means of locomotion were at last introdreed in order 
to open agricultural or market; garden land in the vicinity of 
the towns for building purposes. First omnibuses, then 
tramcars were started on the roads leading out into the fields, 
and finally railways wereu constructed for the accommodation 
of urban passenger traffic. No sooner had this been done 
than workmeL’s cottages, or large tenement houses for the 
working classes, sprang up on land which had until quite 
recently been used only for agricultural purposes or as market 
gardens. 

How far out the working classes could under these new 
conditions move was determined by the expense and time of 
the journey. So far and no farther could tte town extend 
as the cost of locomotion did not become an excessive 
f^dition ^to the cost of lal^ur. This limit of extension was 
constantly pushed farther away from the central parts of the 
towns, because the business of transporting the many labourers 
to and from their place of work grew in the large towns into 
enormous undertakings in which competition compelled those 
who had invested theis capital in it to be always on the look- 
out for improvements of their service, in order to enable them 
to transport more passengem more cheaply and quickly. 
JSome twenty-five years ago J lookedocarefully over a map 
of London : within a radius of twelve miles from Charing Cross 
tljge was hardly a single spot which was farther away from 
the nearest railway station ^than one mile and a half. The 
whole of this %n6rmous area of about 900 square kilometres 
could therefore be considered as a^essible for residential 
porpobes. The population w^ji at tW time less than four 
millibiis, find on each square kilometre within this distance 
from town there were, on an average, a populatbn of 4,400. 
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At that time Chiristiania had^a population of not more than 
about 150,000, and the resjfiential area of the town was not 
more than 10 km.*, being restricted by the absence of 
tramcars running out into the country. In Christiania *the 
population was consequently nearly 10,000 per km.* This 
is only given as an illustration, for j)f coun^ neither in London 
nor in Christiania could all the land conveniently be used for 
the housing of the working classes, but it shows the tendency 
of improved means of locomotion to throw open more and 
more of theisurrounding land to meet the needs of a growing 
town population. 

The cost of loconmtion within a town area cannot be measured 
exactly, as is possiWe with regard to the cost of marketing the 
agricultural produce of an acre of Iqnd. Neither is it possible 
to, fix the number *of people who may be housed on a given 
area of a town site. But with a given system ofiiouse-building, 
a certain number may be decently housed, whether the building 
is situated in the centre of the town or on its outskirts. The 
cost of, or at all events the time needed for journeying to and 
from the place of work increases with the distance. Taking 
this cost into consideration, relatively high rent for a room 
near the centre^ or a low rent in the suburbs, comes to the same 
thing, economically,, for the working man. This difference 
in the rental of each room, multiplied by the numbe; of rooms 
in the house, deducting the interest on the capital spent m 
building it, constitutes the site value of the plot upon wlS^ a 
house in the central part of the town has been built, compared 
with the same area on the outskirts of the town. 

The town may tlierefore be considered, like the agricultural 
land within its circle of commerce, as composed of a number 
of tiny belts stretqtiing from the centre outwards. The site 
or rental value will ^nk the farther away one goes from the 
centre, until a distance is reached where it does not yet pay 
to use the land for house-building, and where it therefore still 
««tmains at the level of agriciriturd value. 

A long time before the point has been redbSId when a large 
progressive town cease| to expand, the value of land in the 
central parts will, however, h^ve reached «uch a hei^ that 
either the owners will have foflnd it profitable to sp^nd 1C*large 
capital for incre|^g its usefulness, or they will dispose of it 

OA 
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oertam number of years^ purchase of the r^t to others 
who are willing to invest their ppital in this undertaking. 
The existing small houses will pulled down, being very 
pro][)erly looked upon as nothing but old bricks, and large 
houses will be er^ted in their place. This is an economic 
development anal^us tofthe more intensive cultivation of 
the agricultural land near a centre of exchange, in order to 
obtain the full advantage of its favourable situation. The 
skyscrapers of New York are the best known and most striking 
example of this tendency. That Vast city woi^dd long ago 
have outgrown all its office accommodation if the narrow strip 
of’its business part had not been thus increased manifold by 
carrying the buildings upwards to tkirty or forty stories. In 
one of these skyscrapers , it is said that as many as 10,000 
people do their daily work. Even then' office rent is high 
enough in ther American Metropolis, but the business of this 
mighty city would have come to a standstill if the business 
quarter had had to be extended sufficiently without thus going 
up into the air. 

The housing of the labouring poor, as Adam Smith would 
have said,— or of the millions of town labourers and clerks, as 
I prefer to call them, — ^without whose help the’industrial work 
of to-day could not be carried on, has b^en very considerably 
improve^ during the last thirty years. But our age is still 
very lar from having completely and satisfactorily solved all 
the problems which are connected with this question. 

A few manufacturing firms in England and elsewhere have 
laid out what are called garden cities for their employees. 
In Norway a State-guaranteed bank has been established for 
giving mortgage loans on easy terms to labourers who wish to 
acquire their own cottage with a plot pf land. These are 
.Jbentative efforts in the right direction, ^o matter how many 
inhabitants a city may have, there is land enough in the open 
country around it to secure for each family their own cottage 
vSfe a garden. The problem is, how to place the workfc^; 
classes and the tlerks, who have to live upon a moderate 
salary, upon this land. 

The 'essential condition is tp improve the means of urban 
locohfotiqp so much that the afea which is thereby opened for 
building purposes becomes so large that competition compels 
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the owners to sell it at a very moderate advance upon the 
agricultural value. To inerease to a sufficient extent the 
area which is available for building purposes has the same 
effect upon the ground-rent value of town sites as the opening 
of the American prairies had upon wheat prices. 

When this has been done, and private enterprise, the munici- 
pality, or the State, has placed sufficient capital for mortgages 
at the disposal of the people who wish to build homes for them* 
selves out in the fields, i^ will be the duty of the majority of 
the town population, the labourers and the clerks, to avail 
themselves of the favourable* opportunities which are tl^us 
placed within theia reagh. The middle classes, who have 
taken the lead in the marvellous economic development of the 
last hundred years^ have been obliged to help themselves by 
thair energy and thriftiness. It is not otherwise for the labourers ; 
they must also work out their salvation by th&r own efforts. 
If they are determined to become thrifty they have the possi- 
bility of saving enough to become owners of their own cottage 
with a plot of garden. Nothing could contribute more to the 
moral and intellectual progress of the working classes than if it 
became the unjversal rule thrft each family should live in a 
house which was their property, the fruits of their savings. 
Their interested workfin the fresh air of the garden, assisted by 
their children, would be a health)'# counterpoise to the mono 
tonous and onesided work which is the lot of most of tlTeiitein 
highly specialized modem industries and businesses. If the 
labourer is to derive real pleasure from the possession of his 
cottage and gardep, short hours of work are a necessary 
condition. The famihar cry of eight Tiours’ work and eight 
hours’ play will have no real meaning and no economic justifi- 
cation before it becffines the rule that the people who leave the 
works and shops early ffiave theiif own homes in which to spendT 
their leisure hours. But short hours of work will mean a 
cons iderable addition to the cost of labour, unless the wqsking 
niSSses are willing to do their work with grea^e^nergy. They 
must renounce the “ ca’canny ” or sabotage policy which they 
are still foolishly followifig, in the mistaken belief tha| when 
shirking their duty they only ij^b their employers. In ijiglity 
they punish themselves, for their wages do not risd as they 
might otherwise do, and the cost production is increased, 
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which falls most heavily upon themselves, who form the vast 
majority of the consumers. * 

l^ensational prices are sometimes paid for exceptionally 
well situated sites in big towns. But for an office, a shop, 
or a works, hardly any p^ice which is ever paid is too high 
when the situation is such that the daily recurring expenses 
and loss of time which result from a less advantageous situation 
can be obviated, and this gain is properly considered. When 
people begin to pay close attention to these thhigs, and act 
upon rational principles, it is/ to be anticipated that in old 
towns, which have grown up haptazard^, the offices, shops, 
and works will gradua^y be concentrated much more than is 
generally the case in the central parts, whiph are still to a large 
extent used for the housing of the working classes. There 
will thus be a double movement : the people will be housed 
in the new suburbs in healthy surroundings, where the children 
may live a happier life near the open fields, and the different 
branches of the business of the towns will be much more 
concentrated in the central parts. 

t 

The rental value of town sites cannot go so high as to cause 
the poverty of the masses, as Henry George has foolishly tried 
to make' out. When the rent advances so much that it causes 
thi ^&t of production to rise to the point where profit on capital 
begins to sink below the average, the growth of the town stops 
automatically. When the rent question is left to regulate 
itself under the free play of powerful modfm economic factors, 
the advancing rental "falue of town sites will not be the cause 
of poverty, but it will act as the most efficient town regulator, 
and under its influence the entire area of tht town will be utilized 
in the most rational and Economically most advantageous 
manner. It will drive the business to the centre, and the living 
hou^oes towards the periphery of the town ; and if the majority 
of the people pwji the houses in which they live, the increa&mg 
rental value will make this investment better than any savings 
banl^ jn which they might put their tnoney. 



CHAPTER XIV 

THE GREATEST OF ALL INDUSTRIAL PROBLEMS : 
■rtlE MANAGEMENT OF LABOUR 

Long after man had learnt to build boats, their steering as 
well as the propelling was done by t^e help of oars. When 
that way of steering became at last too cumbersome, owing to 
the increased size of the boats, a special steering oar was 
fastened with ropes to the right-hand board *of the vessel, 
which is therefore still called starboard. A rudder fixed to 
the stem-piece and managed by a tiller, is a comparatively 
recent invention. The wheel which again considerably reduced 
the sum of human muscular energy that is needed for steering 
a vessel, is a^till more recetit invention. Notwithstanding 
the help of a wheel, it was not practicable to steer by hand 
vessels of the great size which is now common, and the steam 
steering gear was invented. • • • 

This example is a good illustration of the trend of tdhhiMal 
evolution in its relation to labour. A sailor at the helm of a 
modern large steamer, which is fitted with steam steering gear, 
need not use his Qiuscles much. But if his labour is to be 
efficient he must, however, use his brdlns. Close attention to 
the orders of the captain and a careful watch on the movements 
of the vessel are Squired to keep the course properly. The 
steam steering gear i^an extreme example of how labour maj 
be saved, for in this case it has almost ceased to be “ muscular.” 
What is required of the man at the helm is hardly anjfthing 
"but a “ nervous ” exertion. 

Different branches of production present an infinite varietj 
in regard to the extent %o which industrialization of tj^e worl 
has been carried. But in mjtiy branches of manufaij^^rinj 
industries, and still more in agricultural productten, muci 
human energy luust still be emplo#£d “ to put objects in th( 
t 309 • • 
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right position.” If we use the expression, degree of ^ectivUyt 
to denote the stage of evolution to which the productive 
methods in various branches have attained in order to 
distinguish this category from the rate of efficiency of Jhe 
labourers who are^ employed, it will be observed that the 
quantity of the proiluction will be a function of the degree of 
effectivity of the method, and of the rate of efficiency of the 
labourers. 

Of the two factors which thus determine the ouantitative 
result of productive operations, the effectivity of method has, 
urftil quite recently, attracted the attention and study of those 
who manage labourers much more thin th^efficiency of labour. 
The consequence has bten that while there has been in the 
aggregate a great and rapid increase of the effectivity of methods, 
with a correspandingly large saving of labour, and consequently 
also of the cost of production, there is still an appalling waste 
of labour in the aggregate productive activity of humanity, 
because the rate of efficiency of labour remains lamentably 
low when the daily labour of the whole of humanity is con- 
sidered. ^ 

There is, however, one kind of labour which has nearly 
always been done at a fairly high rate of efficiency, and of which 
the efficiency has risen during the last generation in the most 
re^a]|;kable manner. I am Sere alluding to the labour of sport. 
People are not, it is true, in the habit of classifying the exertions 
of sportsmen as labour. But inasmuch as almost all kinds 
of sport consist in motions, most of which are produced by 
human muscular energy, it is perfectly justifiable to consider 
achievements of sport from one point of view as labour. And, 
indeed, the people of the East, who do no^ submit themselves 
any muscular exertions if ^hey can Jhelp it, consider the 
ubiquitous Englishmen who spend their spare time in hard 
sports as madmen, who should rather order their paid servants 
to do^this labour for them. t 
Sportsmen mtist not only tfain their body to make it stronger 
and more fit for the exertions of eacl^game ; but if they are 
to reaicFi perfection they must (ilso learn to make every mojre^ 
menfbf tljeir body the subject (ff a close study, in order to find 
out how to gain a maximum of result with a minimum of 
exertion. In thq^^ countnes where games of sport ^ve been 
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highly developed, p^irticularly in England, 3roung men whose 
ambition it is to excel in sjlbrts are not content with practising 
by themselves, but they place themselves in the hands of 
e:{perienced trainers whose duty it is to watch closely their 
exercises and to point out to them any faults or mistakes in 
the use of their body, members^ or milscles. When sports 
are carried on, not by isolated individuals, but by a number 
^ of men who act together, a leader is elected whose task it is to 
allot to each member of the team, according to his special 
fitness, the Various duties of the game. But this is not enough ; 
in a game of football, for instance, the captain of the team rgust 
lead his men aft» sciAitific principles. It is not sufficient 
that each man of the team does his sl^are well, with a minimum 
expenditure of energy and a ma^flmum result, thereby con- 
tflbuting a maximum of helpful energy to his side. The 
captain of the team, in addition, must constantly use his brains 
to direct the combined efforts of the whole team in such a way 
that the collective result is likewise attained with a minimum 
expenditure of energy. Only if the leading is scientific — an 
expression which may frequently be found in newspaper 
reports of football matches-^will the team have a reserve of 
energy for the supreme effort that decides the victory. 

In athletic sports it is the muscular energy of one party 
which is pitted against that o# the other side. *The issue 
depends upon which side is able to bring the greater Mmf 
energy, measured in kg. x metre, to bear upon the matter 
that is to be set in motion, whether this be the body of the 
athlete himself, a boat, or a ball. Victory is rarely to the party^ 
that is superior solely in brute force ; *but to the man who has 
the more complete control over his body, or that company of 
men who, being each of them efficient in this respect, have 
learned better than ftieir opponents to play as much with thST 
brains as with their muscles. 

._W hv this rather long diss|rtation upon the muscular>ide of 
athletic sport ? When people bagin to looVawt for the means 
of improving the efficiency of industrial labour, a great deal 
may be learned by a cldlse study of the labour which nqiq spend 
upon athletic sports for thqjJ own pleasure. Efficieftpy of 
labour, whether it is used in productive operations br in sport, 
dq)ends essefitWly upon the san^ conditions being fulfilled, 
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viz. upon gaining a maximum result with a minimum expendi- 
ture of energy. Many years before I had heard of the Taylor 
syst^ of scientific management of labour, I pointed out 
publicly the importance of studying sports with a view to 
utilize the experience which has been accumulated in this field 
to improve the quali'^y of incLUStrial labour. In labour spent in 
athletic sports we have, to use a modern scientific expression, 
pure cultivation of efficiency. 

When mankind advances so far that it begins in all seriousness 
to measure the enormous waste which is caused by thfe inferiority 
of industrial labour, and seeks remedies for avoiding this waste, 
the teachers, who will no doubt be commissioned to build up a 
science of the proper execution of labour, will give object 
lessons in every field where athletic sports ^are practised. It 
will be possible to demonstrate by which means economy of 
energy may be attained, and how much the quality of a perform- 
ance depends upon the degree to which the sportsman has been 
willing to train his body and will in the direction of intensity 
of effort. In many, or rather, in all, athletic sports victory falls 
to the man who has trained himself to have his energy under 
his complete control, so that he*may command «at the crucial 
point of the contest a sufficient sum of energy for a highly 
concentrated spurt of intense force. In all'cases the sportsman 
mvst hav^ trained himself *J 0 well that he may accurately 
geA:fsr-tfie sum of energy which he has at his disposal at the 
outset ; and he must spend the whole of it, without leaving any 
surplus, during the contest which he has undertaken. The 
character of the contest determines how he ic to dispose of this 
energy. The man who would attempt to run a five-mile race 
at the same initial speed as a race of a hundred yards would 
soon find himself out of wind ; but whether*the race is long or 
sltert, the whole energy ought £o be tem^rarily spent at the 
end of the race if there are strong competitors. This means 
that ttp sportsman must run witjj intensity. This last w ord 
contains, indeed,^e alpha and omega of the science of athletic 
sports. 

However much labour spent in athl^ic sports differs frmn 
laboui^executed in productive dperations, it is subject to the 
same laws 6f efficiency. In productive labour, also, the move- 
ments must be made as K|iall and inexpensive as possible. 
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The entire sum of energy at disposal at the beginning of the 
work must be spent during the period of labour ; and the 
rate of efficiency is practically proportionate to the degree of 
intensity of the labour. With certain obvious limitations, 
^iie labour is always better executed if it is done rapidly than 
if the labourer works leisurely — and rapi^ty of work is an 
accompaniment of intensity. 

\ For fear of being misunderstood I must expressly state that 
I do not advocate that th^ speed of industrial labour should be 
raised to thi standard of the best achievements in athletic 
sports. The human body may, as previously remarked, be 
compared with an'^lectiic accumulator. The body is dis- 
charged of its energy every twenty-foyr hours, and re-charged 
during the hours o& sleep. Every morning when we rise from 
out night’s sleep we have therefore at our disposal only the 
sum of energy with which our body has been* charged. We 
cannot dispose of more ; the problem is only to spend it to the 
best possible purpose. 

It is a well-known fact that if a sportsman continues his 
training beyond a certain point, his fitness not only does not 
increase, but he becomes “ stale,” as it is called in sporting 
language. The reason is, probably, that the exercises which 
are practised during*training set up a rapid change of matter 
in the body by which all superiuous tissues are bonvert^ 
into strong muscular fibres ; but this process cannot • 

beyond the point when all such tissues have been converted. 
This observation shows that not even by the most systematic 
training can the energy of the body be increased beyond 
certain point, and excessive efforts cin therefore not be sus- 
tained beyond relatively short periods. The utility of athletic 
sports does not consist in their giving us standards of exertion 
that may regularly be demanded of healthy individuals. SueJT 
achievements must, on the contrary, be looked upon only as 
i ndiyAt inns of what may ^e performed occasionally^under 
exceptional conditions. * Even %o they ffSo-very useful as 
showing the wonderful elasticity of the human physical and 
psychical organism. • . f • 

It is, however, of the utmo^ importance'to be able lojjeter- 
mine by a study of athletic sports many factors im connexion 
with human energy. 
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How large, for instaaee, is the sum of mstgj fbat is at oar 
disposal when we begin thelabouil of the day ? How frequent 
an^ how long ought to be the intervals for rest, if we are to 
yidd a maximum of effort during the day ? How largje is 
the influence of a suitable composition and the quality of our 
food upon the ene^ whi£h we can yield ? How do external 
conditions, such as temperature, agreeable or disagreeable 
surroundings, etc., act upon our energy? How much may 
hope and cheerfulness or disheartening circumstances tend to 
raise or lower the quality of our performance ? 

iMoreover, all the movementar of a sportsman during a game 
ought to be minutely observed, and'the sum of energy which 
their performance requires should at the same time be measured. 
If essential and well-executed movemertbs could, by such 
observations, be accurately compared with superfluous eind 
badly executed movements, we should be in a position to 
demonstrate the extent of the waste of energy which faulty 
movements of the muscles involve. 

By such studies of athletic sports one may, in short, hope to 
acquire the most valuable insight into the very complex 
working conditions of that mosf remarkable power-engine, the 
human body. 

Industrial labourers may train theiAselves to do more 
efficient work just as athletes do ; and, like the latter, they 
ffil gtf i with great advantage avail themselves of experts who 
might teach them how to economize their energy in the move- 
ments which constitute their daily labour. But no amount of 
‘ ’training or teaching would make it possible for industrial 
labourers to work all tbe year round, week in and week out, 
with that tremendous degree of intensity which athletes 
sometimes reach during short performances^ This would very 
soon wear the labourers out, add they would collapse. Indus- 
trial labourers who are compelled to work continually must 
ratheikcfollow the principle whiclj induces an athlete no t Jn 
start a flve-mile«ciiue at the stune initial speed which he would 
use for a hundred yards only. 

While^bearing this in mind one mu^ not lose sight of the 
foct that in industrial labour, 'iust as in sports, intensity is 
the most ifoportant element of efficiency. It should therefore 
be a subject of the^ most tfurefiil analysis, what is really the 



. 1 # " ' ’ 

mssAmmt^of urntM ^ m 

ium of enexgy whidi as average health^r industrial laboured 
has at his disposal for doing labour, and with what degree of 
intensity he can work continuously without impairing his 
health. As intense wc^k cannot be continued for as Amy 
hours as labour done in a more leisurely manner without over- 
taxing the strength of the labourer, this analysis really turns 
upon the question : Within how few hours should the daily 
^ork of industrial labourers be concentrated in order to obtain 
a maximum of yield with a minimum expenditure of energy ? 
The same thing may be expressed in other words thus : What 
is the maximum of intensit}! which may be developed by 
industrial labourenain aontinuous occupations without over- 
taxing their strength and permanently impairing their health ? 

So far I have aljbempted to discuss the problems which are 
involved in the employment of human muscular and nervous 
energy in productive labour with the aloofness*that is possible 
when discussing forces of nature. This is fully justifiable, 
because from one point of view human energy may be measured 
in kg. X m, like all other forces that are used in productive 
activity. It is therefore essential to accustom oneself to study 
this energy also in the light o#the laws of mechanics. 

The problem, how to utilize human energy most economi- 
cally in the industrtes, is unfortunately greatly complicated 
by the circumstance that nearly tie whole of the sunf of energy 
which humanity collectively has at its command is 
in the form of labour done for a wage. The diversity of interests - 
which is thereby introduced has tended to involve the entire 
subject in obscurity. ^ 

Athletic sports are generally, and outfit always to be, carried 
on solely for the love of the thing, and for the individual or 
collective ambitSIh of the sportsmen engaged in the game. 
Each man has, therefore, the strongest motive to exert himaitf 


to achieve as good results as possible ; the higher he can carry 
^hiyjfficiency the more prizes does he gain. 

In Industrial labour condilion» are nearij j,lways difierent. 
Wages are still as a rule fixed, not according to the real efficiency 


of each individual wagl-eamer, but more or less on a rule of 
thumb, according to the sup^sed average* efficiency ft^ll the 
labourers. The result of this illogical arrangement of the 
regulation of wsoes has actually ifeen what might have been 
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ilidtikxment to exert themselves* more than their Worn; 
there are, therefore, no energetic leaders, as in the of sports, 
to sliow how much might really be achieved ; and the low 
average standard of efficiency must with difficulty be nuun- 
tained by the empl(^er by a more or less strict discipline, and 
by trying to get rid of those among the labourers who fall too 
much below the standard. As wages cannot permanentl]^ 
advance materially above the level irhich is indicated by the 
rate of efficiency, they remain comparatively lov# as long as 
this system, or rather lack of system, prevails. 

industrialization of manufactures tby Ae introduction of 
power machinery began in England, as explained in a previous 
chapter, in the last decades of the eighteenth century; on 
the Continent and in my own country, Norway, this change 
did not take place before the middle of the nineteenth century. 
This revolution was effected in the characteristic English 
empirical-inductive way, and not on the scientific and sys- 
tematic principles which have been so admirably developed 
during the last decades in Germany. 

In England itself, where industrialism in the,»modem sense 
had originated, the manufacturers continued during generations 
to conduct their business in the grooves into which it had 
fallen, frofia the very beginning of this revolution, more or less 
•bjVTfr sklent. This highly conservative tendency of British 
manufacturers is quite as characteristic of the nation as it was 
that the original inventions which started the industrial 
^revolution should be made in England. lOn the Continent 
it took years before the improved technical education exerted 
any very pronounced influence upon the planning and practical 
management of industrial establishments. 

'^ly personal knowledge of ^manufactiMng establishments, 
which dates back to about the year 1890, is, 1 regret to say, 
mainly restricted to Norway, as I have not had an opportjmitv 
of visiting man 3 U^ach concerns m c/ther countries. But as 
far as my limited experience goes, 1 believe that it justifies 
me in saying that the lack of what I n^ay perhaps be allowed 
to ca)|L rationality,” which was so predominant a feature in 
Norwegiammills and works about thirty years ago, was at the 
same time hardly less p^nounced in English or German 
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MMtid I^do not insist upon this pmt; 
bttt» te an illustsation of wh^t I am alluding to, I may mention 
what I saw when visiting in 1910 an important German 
eng^n^ng works. At the time of my visit they were occupied 
in ^demolishing what had once been the main building of the 
works. To me it was very interesting to observe that the 
oldg^ parts of this building, which was ncA more than twenty 
years old, presented the same unsuitable arrangements, with 
i|^ly lighted rooms, which I had so frequently seen in old 
Norwegian urorks ; and the engineer who acted as my guide 
told me, on my direct questiouj that it was not more than ten 
to fifteen years pre^ous!jy that* it became common in GemAny 
to adopt the modern and, as 1 would call it, scientific system 
for utilizing the building site and ‘arranging the buildings. 
In the same year *I visited also large English works, some of 
which were decidedly antiquated in respect their general 
arrangements. 

At about 1890 a visitor to a Norwegian manufacturing 
mill or works would as a general rule find that the buildings 
were so ugly that one might sometimes be inclined to think 
that those w^o had planned^them had gone out of their way 
to make 'them look as hideous and forbidding as possible. 
When an industrial •concern was started, frequently in a small 
way, a modest little building had been erected tt house it, 
with no thought of future extensions and enlargeme nts, 
it grew, and more room had to be provided, the additions wer^ 
usually made in the most haphazard manner. The result was 
that the work-rooms were not situated conveniently to eacj^^ 
other, or for the order of the manufecturing processes ; and 
this often caused the most awkward handling of raw materials 
and half-manuftwtured products. There were as a rule no 
travelling cranes ot similar mechanical appliances ; an^^e 
work involved in shifting things from one part of the works 
to another had mostly to be done by human muscular energy. 

“ ^THfrwork-rooms wer^tocfoftej;i small aufi low, badl^lighted, 
heated, and ventilated, and they were otten fearfully over- 
crowd^. Passages bgtween different buildings were usually 
quagmires after prolonged • rains. One might frequently 
come across the most outrigeous blunders in regardTto the 
facing of the Qiachines in proper delation to each other and to 



m mAommos, 

the direction of the manufacturing i»oce8ses» In many milli 
whidi I visited at that period, the^narrowest, darkest, and most 
dirty hole in the whole building was considered quite good 
endhgh for the heart of the mill — ^the steam engine. At the 
time when the first Norwegian Factory Act was passed I 
remember visiting a fairly^ large wooden woollen factory, in 
which some of the fabourers were housed on the second floor. 

I remarked to the manager who took me round that the. 
Factory Act had certainly not come too soon. 

It was not before 1894, 1 think, that I first s/iw a tool- 
room ” in a Norwegian engineering works that had been 
started by two young engineers who Ijad ^ome familiar with 
this institution in the United States. For those of my readers 
who do not happen to be Tainiliar with the routine of engineering 
works, I must explain that the tool-room, which is quite 
isolated from t^e rest of the shop, is fitted up with grinding 
and repairing machines. One or many mechanics, according 
to the importance of the firm, who become specialists in grinding 
and mending irons and other tools, are employed. When the 
workman at a lathe or other iron-working machine finds that 
his iron has lost its edge, he does^pot leave his place ; he simply 
presses a button, and a boy from the tool-room comes. Through 
him he orders a new iron, and sends the faulty one back for 
r^airs. In subsequent years such tool-rooms have been 
ed in all Norwegian engineering works ; but previously 
^e workmen, even in the largest firms, had to leave their 
machines, often hunt for what they might want, and do the 
^grinding themselves. Imagine what a diflerence I 

Thirty years ago the number of foremen in industrial 
establishments was quite insufficient, and their qualification 
for their duties often doubtful. When ona»;ob was finished, 
labourers in question we^ therefore compelled to wait 
ab^t and lose a good deal of time in bringing together the 
materials, etc., which were needed for starting the next 
job. 

I believe I am'^hght in saying that it was not before dose 
upon, the year 1900 that 1 first had an opportunity of observing 
the Amedcan so-called card system of book-keeping and oontiol 
in ui^in a Norwegian establishment ; and I do not think it 
is sayinff t^ much that wfai^re this avstem has bean nraMioM) 



toff iome tine, the manager i411 be unable to imagine how he 
would be able to get along ^thout it. 

If I had had a technical education and had been employed 
in industry, I should no doubt have been able to give more 
poignant illustrations of the backward conditions which 
generally prevailed in Norwegian industries thirty years ago. 
The examples I have given must Suffice, t Men of a younger 
generation will perhaps be inclined to believe that 1 have used 
dark colours ; but people who were conversant with indus- 
tnal activit;^ at that tinte will, I believe, agree that I have 
not overdraw the picture. 

The arrangement of the buildings and work-rodms, and the 
personal treatment 3t thi labourers, created an atmosphere — 
this word taken both in a literal and^ & figurative sense*-which 
was very far removed from the cheerful conditions under which 
sportsmen are able to achieve triumphs of effioiency. Wages 
were low, hours of work were very long, and the management 
fiardly gave the workpeople even a hint, or any leadership as 
X) how they might gain a higher rate of efficiency. 

At that time it had not become the rule to carry on industrial 
undertakings as limited conjpanies; they were generally 
managed by tJie owners. These gnxmbled, as employers of 
labour nearly always do, at the low rate of efficiency of their 
labourers, who were in Norway, with few exceptions, industrial 
workpeople of the first or the secohd generation, and v^o haS 
i;herefore not acquired much practice or hereditary skill, xBe 
)wner had very seldom any theoretical insight into the labour 
problem. He solved it in a practical manner by paying low 
wages. As there whs always an influx jof crude labour seeking 
employment in mills, there was as a rule no lack of people 
who were willing^ accept employment on the terms of the 
employers. The miUs did no{ represent a heavy ca oi^ 
investment, competition was not very keen, and the profit 
was generally satisfactory in spite of irrational arrangement 
)f^thajMll, faulty management, and low efficiency of the labour. 

This sketch of the industrial conditions ^riich prevailed in 
STorway thirty years ago can be applied, I believe, to the 
xinditions which existed at the |ame time in other .eouiitfies of 
iVestem Europe. If there wts a difference, it consisted in 
jiis, that the ch^iges which have ti^en place in Nonray since 
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then had perhaps begun a few Jears earlier in those countries 
which were industrially more advanced than Norway. The 
British manufacturers altered the organization of their factories, 
but they turned out a fair quantity of products of good, albeit 
somewhat heavy quality, because they had at their command 
labourers who had acquired during several generations a 
tolerably high standard of 'efficiency, and who were thoroughly 
imbued with the spirit of industrialism. Against this enormous 
advantage must, however, be placed the appalling hideousn^ 

)f the majority of the large English manufacturing towns. 
This hideousness stamped those who were compefied to obtain 
:heir livelihood as workpeople in the mills and factories of 
these towns with a coarse brutality,' whi(:h was the more fatal 
because not counteracted by the civilizing influence of a good 
general school education. 

In all countries child labour was much used without any 
restrictions. 

Thirty years is not a long time in the evolution of civilization ; 
but if we could be transferred back to 1890 we should feel as 
strangers in a strange land. Public opinion at that time still 
retained the idea which had th^ sanction of all past ages, that 
the world was arranged for the exclusive beriefit of the few. 
Employers of labour, both in manufactures and agriculture, 
demanded very long hours of labour for little pay. When the 
gJor y^gian labourers at about that time began to imitate the 
example of their English fellows, and formed the first trade 
inions, this was condemned by the “upper” classes, and 
strikers were reckoned as anarchists and evildoers of the deepest 
dye. 

If only the labourers did not demand (higher wages, the 
Norwegian employers bothered as little as^pssible about them 
jpd the conditions at their place of wprk. The majority of 
them do not appear to have had an inkling of an understanding 
of the fact that the efficiency of labour could be lowered by 
bad arrangement ^of the mill ard by bad managemyi^iMhe.. 
labour, or thatrihey were^rsonal losers by the consequent 
low rate of efficiency of the labour. The th^ry that the aim 
of exiotence ought to be “ the grea^t good of the greatest 
nufllH>er ” was certainly not generally accepted by employers 
in Norway thirty years^ ago. Neither did the majority of 
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the working classes entertain ^ch a view. They were satisfied 
if only a few and their mostoobvious grievances were removed, 
and if wages were raised a little to meet “ the dearness of 
living ” — an always recurring complaint. ^ 

During the last generation a great change has come about 
in my country in the relation betwe^en employers and the wage- 
earners. I am speaking particularly of cohditions in Norway 
Jbecause I have had an opportunity of watching the change 
Item year to year. But I give my words a general application 
because the^piovement of which I am speaking is a universal 
one and not restricted to Norway only. 

I used above the ^jmpefsonal*' expression about this change : 
it has come about with full purpose. For the change in the 
most comprehensive of human relations, that of employers 
and the employed, has been a result of the inherent forces of 
the economic and technical evolution much niore than by a 
conscious striving on the part of employers and wage-earners 
to reach a more ideal relationship ; and it is therefore also 
still very far from the ideal. The two parties have, on the 
contrary, carried with them the heavy load, which is unfortu- 
nately an inheritance from past ages, of misunderstandings 
and misconceptions as to the true and real nature of the contract 
by which the workman give the employers the disposal of their 
time and energy in return for a stipulated wage. j 

Wages have advanced considerably in the course of 
thirty years. The general efficiency of the Norwegian labourers - 
has at the same time also risen ; it is, however, a more than 
doubtful question whether the efficiency has risen as rapidlj^ 
as wages. Personally I am inclined to believe that the actu^ ^ 
cost of a given amn of labour, measured in effective kg. x metre 
energy transferroil»to matter, is now somewhat higher than it 
was in 1890. * » 

The advance of wages is due to the constantly increasing 
demand for labour, which is a natural result of the growth of 
thrt!ldwtries and of tiie ferea^ emigration that has taken 
place during this period. Owing to the influx of labour to 
the industries of the towns, combined with the large emigration, 
farm labourers have obtained higher wages as well as iildjjstrial 
labourers. * > 

Not only hav€ the various I^tory Acts which have 
21 # ' 
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been passed compelled the in((|ustrial employers to provide 
larger and better ventilated ap/i lighted work-rooms, with 
better safeguards against accidents and better sanitary arrange- 
ments, but the growing competition between them to secure a 
sufficient number of labourers has compelled them to« go 
considerably beyond the demands of the law in regard to 
ensuring the well-Being ck their workpeople. The hours of 
work have been shortened, by strikes or threats of strikes, in 
spite of the strenuous opposition of the employers. 

It is not often that the employers have granted ^igher wages 
and shorter hours, and better arrangements of the work-rooms, 
etc., of their own free will. Ceftnpetition has compelled them to 
grant them. And it is also quite an excep^ion when workpeople 
fully appreciate what h&s, been done for their well-being, and 
the advance of wages which they receive,* or that they sl\ow 
their appreciation by willingness to exert themselves more 
strenuously than before in the service of their employers. 

Advancing wages without a corresponding advance in the 
efficiency of labour results in an increase of the cost of pro- 
duction. The employers have tried to counteract this, during 
the period under review, maiiVy by the same means which 
have been used in past epochs— by a constant^ improvement 
of the methods of production. , 

t,Two factors have in a special degree shaped recent industrial 
in Norway. These are the introduction of American 
machinery and the general adoption of the German scientific 
system. In combination they have exerted the most decided 
•influence not only upon the technical development of the indus- 
tries, but quite as much on agriculture in our country. 

The summer in Norway is very short, and this circumstance, 
together with the growing scarcity of agricutvral labourers and 
tht higher wages which farmei?s have had to pay, has resulted 
in the importation of American farm implements in very large 
quantities. There is probably no country in the world, the 
UnitdT States not even exceptedf wljere so many soiviafvid 
harvesting implements are used as in Norway, when the exceed- 
ingly limited extent of the arable land ip our country is properly 
consi^eifed. But ifr’is, unfortunately, no uncommon thing to see 
expensive /arm implements left Ending on the fields during the 
whole winter, a sure indication that the owner has not yet learnt 
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the veiy rudiments of the lianagement of labour when it is 
employed together with costfy modem implements. Many farms 
in our country would have gone out of cultivation if Amepcan 
implements had not saved the situation ; but one need not travel 
much in our country districts to be struck by the many signs 
which indicate that the management of Jiabour has not kept 
pace with the technical improvements that have been introduced. 

In the industries, American machines and tools have been 
Viigely introduced, and also, but to a much smaller extent, 
American r»ethods of administration; for instance, the tool- 
room in engineering works, and^the card system of book-keeping 
and control. The German system, as taught in their admirable 
technical schools, at which so many Norwegians have studied, 
has exerted a most profound and* rapidly growing influence 
upon the technical development of the Norwegian industries 
in the course of the last fifte’en to twenty years. This influence 
makes itself more particularly felt in the general arrangements 
of the buildings, and in the placing of the machines in relation 
to each other. Instead of building without any consideration 


to future enlargements, the buildings are nowadays always 
planned in such a manner tSiat extensions, when required, 
may be carried out without interfering with the organic working 
of the factory in relktion to the proper order of th^ different 
manufacturing processes. The dominant idea is that there miSt 
be no superfluous handling of raw materials or of the produ’cfe^ 
in the successive stages of manufacture. ^ 


Altogether the buildings are planned and constructed with 
a view to save human labour as much as practicable in the manu* 
facturing processes, and to make the indispensable human labour" 
as easy as posSffile, Mechanical means of various kinds for 
handling things IKve been largely introduced with the same 
object—to save labour, 


There is no valid reason why a factory building should be ugly. 
On clo se l amination it will ^generally be found that yhen a 
factoi^lsreally ugly, it iS also uilsuitable %r its purpose. If 
it is so designed that it has fully realized its purpose, it will usually 
have a pleasing appearaifbe. ^ ^ , 

A visitor to modem Norwegj^ mills and factories wilJ find 
this observation amply confirm^, ^t most of them lie will at 
ouce perceive by their architecture and the^disposition of the 
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bidklings that ihey have be^ plinned by men iriio have had 
a dear perception of their purposS, and of the most suitable 
mea^ for realizing it. In many cases the owners have not 
grudged the expense of heightening the pleasing effect of weU 
designed buildings by the addition of appropriate architectural 
decorations. Abov^ everything, the work-rooms haye been 
made large, with plenty of light, good ventilation, and efficient 
arrangements. 

This striking change in the planning and arrangement 
factories has most profoundly altered the surrouirdings under 
which the labourers of to-day ^o their work compared with 
conditions which prevailed thirty yeais aga. It would be im- 
possible to overrate the influence of this change upon the 
efficiency of labour. * 

A reform in the management of the work and routine in the 
factories has likewise taken place pari passu. Better and, 
in particular, more high-speed machines have constantly been 
introduced. By the help of the American card system or similar 
improvements in book-keeping, the management has been able 
to follow in the minutest details every part of the manufacturing 
processes. The manager know! to a small fraction the cost 
of raw materials, and of every one of the manipulations through 
which th^y pass before leaving the factor)^ as finished products. 

'•The result of all the improvements which have been intro- 
'""SBcecf is a very material reduction of the cost of production 
“"‘at the same time as the daily earnings of the labourers have 
constantly advanced. 

* As an instance I may mention the Norwegian match industry. 
Aliout thirty years ago* the work of putting the matches in 
boxes was still done by hand. In spite of th^ great practice, 
the women who did this work were unable to earn more than 
esTlSfil to 9s. a week. Whdn the general level of wages 
began to advance, no new labourers could be obtained who 
were veiling to do this kind of jvork ; and the industrj^as 
threatened with » stoppage «in cons&iuence. At tmscntical 
juncture automatic machines for filling the boxes were intro- 
duced,; ^and the match trade is at thefpresent time prosperous, 
while^the |^ls who are employed,, and who do their work in 
s^endidl/ arranged and l^thy factories, earn 28s. or mor6 
per week. This ia precisely one of the branches of industry 
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in which a well-devised mej^od of book-keeping has hel^' 
the management to meet the gKpnng international competition 
successfully. ^ 

The better control which the management of factories can 
ndsr keep has led to a much more strict supervision of the 
amount of work which each indivjdual labourer yields. 

The many improvements which have talfen place in the course 
of the last twenty-five to thirty years in the direction of a 
N||pre systematic administration of Norwegian industrial 
undertakings, and which are due mainly to impulses received 
from Germany, ought to have led to a radical solution of^the 
most important pr^blegi — the personal relations between the 
management and the labourers. If one were justified in draw- 
ing conclusions frpm the attitude •w^ich the Norwegian Em- 
ployers’ Association has frequently taken, one might come to 
the conclusion that the majority of Norwegian employers 
were still entangled in the old illusion that an advance of daily 
wages must necessarily be a loss to themselves, or, at all events, 
an addition to the cost of labour which must be charged to 
the consumers. But there are good reasons for believing 
that a great piany managers %re on this point considerably in 
advance of the Association that represents them in their inter- 
course with the labourers, or, rather, with the Trade Unions. 
It is, at all events, not an infrequent occurrence to hear the 
following reasoning used by large employers of lab(JM^ 
space whjch a particular machine occupies costs so much per 
annum; general expenses are so much on each particular 
product, and the actual wages of the man who tends the machine 
amount to such a percentage of the tt)tal cost of the product? 
If he were wilHttg or able to turn out double as much work with 
the machine, afM he thus could earn twice the sum of daily 
wages, it would be good business for us. 

' I mention this to show that some at least of the Norwegian 
emplo yers of labour have been driven by the logic of the 
pro6iS!H^hich daily pfesent themselves^fcr solution, to con- 
ceive the true relation between the dead capital and the living 
force of the labourers v^o manipulate the machines for them. 

Whether those employers ^ho have learned to appreciate 
efficiency of labour at its full value^ and who are willing to back 
their opinion paying wages in ]ust proportion to individual 



ne MAGBi^TION, lABOUBi CSl'irflllBimN 

effldency, are to^ay few or inai|r. a niiaority « a n^ty 
among the employers in N^fwa:^ the ^ «»«»« 

are some who reason in this manner and act ^rdingly, u 
one 8f the most promising things which it has been ray good 
fortune to observe during my frequent visits.during the Idst 
generation to Norwegian mjfls and factories. It is the leaven 
Wch will at lengthHundamentally change the attitude of all 
employers of labour to the question : how wages are to he 
Srmined Among other things it wj!! lead to a very differejJ 
w“o f the all-important question of fixing pi^ payment 
The root of the many troubles in recent years between the 
Employers* Association and the^radc^Un^ns must be sought 
in the still prevalent tendency of many managers to cut piece 
rates when they see that -their workpeople earn high daily 
or weekly wages. • 


Wages and profit are both derived from the sale of the com- 
modities which are produced, and the sum which may be 
divided between capital and labour is determined by the effec- 
tivity of the method and the sum and efficiency of the labour. 
When labourers in all branches of production receive equal 
wages for an equal sum of efficiimt work, the b|^lance of the 
sale of the products would leave a profit for capital which would 
correspond to the stage of technical evolution and the rate of 
capitalization in each particular branch of production. 

thr/ relations between capital and labour were quite rational, 
-the only serious difficulty of arriving at a just division of a joint 
production would be to find a reliable standard for measuring 
eiiactly the sum of efficient energy which q^ch labourer con- 
”■ tributes compared with the energy and efficiency of all other 


labourers. 


It would be very difficult to discover a standSfid for measuring 
thafc*?.w^rgy and efficiency of labour which* everyone would be 
willing to acknowledge. And quite apart from this difficulty, 
humanity labours under the terrible drawback that the 
relation? between capital and JaboUr ace still as far IS^^ffiSible 
from being rational. 

There is a legend of two Knights «Errant who met fully 
armed^” They begali a disputet about the armorial signs on 
a certain sj^ield which they both^ saw. The dispute ended in 
a combat injjwhich they ki|fed each ‘Other. It was afterwards 
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cQscovered that the shield wairipainted differently on each side. 
This story characterizes nc4;”maptly the mutual attitude of 
employers and employed. They look upon the question of 
wages from quite different points of view. The natural r^ult 
is that they are, unable to agree ; but frequently fight each 
other savagely, although their interests are, jp^hen properly 
considered, identical. 

, The conflict of interests arises in this way. The labourer 
^jo has to give his employer the use of his energy during the 
whole time pf work, measures against this sacrifice his daily 
or weekly earnings, which he nearly always considers to be 
insufficient. For th^ ccyiceit bf which we are all possessed 
usually prevents an employee from acknowledging that his 
labour is not so efficient as to deseywe a higher pay. To the 
employer, on the other hand, the only thing which is material 
is the cost per unit of efficient labour. Basing^ his calculation 
upon a low average efficiency, he is generally unwilling to grant 
an individual labourer a higher daily wage, fearing that it 
will only result in raising the unit cost of labour. 

An ideal arrangement would be that wages were automatically 
and instantaneously changed^with changes in the efficiency 
of labour, or that conditions were the same for industrial 
labour as for labourtin sport, that each man at once received 
his full reward for intensity of effort. Nothing in*the world 
can prevent daily wages from being in the long run a(ijnptec^ > 
by a rough-and-ready method, it is true, but upon the wholj 
with a remarkable degree of accuracy — in accordance with the 
rate of efficiency pi labour. But under the highly comply 
conditions which exist in the various productive activities., , 
and as a reSBa*> of historical evolution, the rate of pay is 
ordinarily fixed accordance with the average efficiency of the 
majority of wage-earners, andgiot, as in sports, accordjj^to 
the individual efficiency of each labourer. 

Whatever the effectiveness of the method, the quantity of 
the prufMCfflon is co-detei^irfhd by the effioiency of labour. It is, 
therefore, evident that the two parties, capital and labour, have 
an equal interest in an u^crease of efficiency, provided wages are 
regulated accordingly ; for whqp labour is highly efficitnt it will 
command maximum wages, aftd the profit on capital ^ill be 
in nmnortion as the outnut the machinerv is increased. 
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The stupid and short-^teA pdtqr in past ages on fht 
part of capital, or its representaSiycs the employers of labour, 
to keep daily wages low, in &c mistaken belief that thereby 
the*iinit cost of labour was kept down, has prevented a rapid 
increase of efficiency. This has nevertheless grown, and 
although employers as a class may be entangled in their old 
fallacy, there are Certainly some employers who have come 
to a clear understanding of the fact that it is in their own interest 
that efficiency should grow rapidly and this will not hapjjpiff 
unless wages are advanced in at least the samq^ proportion. 
Owing to the rapid growth of the rate of capitalization this 
vieV will soon be adopted by tJic majority of employers ; and 
when this has occurred it will govern the policy of them all. 

The time is therefore hoar at hand wherj the responsibility 
for the obstruction which has hitherto prevented a rapid 
increase of the«cfficicncy of laboi/r, and consequently also of 
wages, will no longer rest with the employers. This obstruction 
comes now, on the contrary, mostly from the working classes 
themselves, or, to be more correct, from the trade unions. 

It is a melancholy phenomenon that the majority of the 
working classes show no inclination to exert themselves more 
than they are absolutely compelled to do on behalf of the 
employer who pays them their wages, and that they are as a 
rqje quitch indifferent to thq loss which they may cause by 
^ ci»relea. handling of machinery and implements, by waste of 
materials and requisites, and by negligence as to the quality 
of the products. This apathy of the wage-earners, and the 
almost total absence among them of any an^bition with regard 

the efficiency of theirdabour, would in itself constitute, and 
it has in past ages always constituted, a formtukole barrier to 
rapid economic progress. It is almost uselessly try to combat 
thMWif grettable tendency by «argument. * The only hope is 
that it will disappear, or at all events be weakened, as the 
demands of the working classes for comforts and luxurv 
increase? , 

The practice of the wage-earners to give as little energy as 
possible in return for their wages is a common trait of human 
nature^* ^he stupid* policy whidi the employers have hitherto 
nearly always followed of j’emunerating labour in niggardly 
fashion, has most decidedly not tended to counteract this 







practice, or to overcome th^ passive resistance of tiie wage- 
eamers when called upomto^m^e increased exertions. Ex- 
cessively long hours of w^k night he enforced as long as iew 
opportunities of employment were open to the working classes ; 
but long hours pf work are not necessarily equivalent with 
much work. In past ages the constant fear of losing employ- 
ment without the chance of finding a new^ne was a relentless 
task-master of the working classes. But the experience of slave 
h^jgur proves sufficiently^ that not even the most cruel task- 
master can ^lake unwilling people work with a high degree of 
efficiency ; and poor living would have prevented the labourers 
of past ages from ^eaC|Jiing i high efficiency even if tfiey 
had been willing. In the course of the last generation the 
demand for labour Jias constantly gioVn, and the consequence 
has been that the employers have not been in the position 
to be very exacting in rcgaW to the quality df labour which 
they received. The labourers have been tempted by this 
circumstance to shirk their duties, and have frequently been 
permitted to do so with impunity. If one master complained, 
they gave him notice and found employment with another. 

Altogether, economic conditions as they have developed 
during the last generation, particularly in Europe, would not 
seem to have been* conducive to an improvement of the 
efficiency of hired labour. When^there has, neverth*eless, n§t 
only not been a general retrogression in this respect^ IlUt oH 
the contrary a not inconsiderable progress of efficiency, it is* 
the almost universal rise of the standard of living of the 
working classes which has provided the stimulant to more 
energetic work. For otherwise the •working classes would" 
not have obtfflfSd or permanently retained that rise of wages 
which they need® for the satisfaction of their growing demands. 
Few labourers are probably conscious of having beei^thus 
influenced by their desire for better food, more comfort and 
luxuries ; but the logic of the evolution has acted upon their 
volition, '**^]us? as it has begun to*determifl^ the more rational 
treatment of the wages question by the employers of labour. 

The inherent forces o^the economic and technical evolution 
through which humanity is passing woufd perhap^ If not 
counteracted by other forces, nave ^cd during a comparatively 
short time to a decided change in the relations of capital and 
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labour, and a rapid rise both If efficiency of labour and of 
wages. ^ ft, . 

The gradual development in the direction of better relations 
betVeen capital and labour, higher efficiency of labour, and 
better wages has, however, been crossed, and considerably 
delayed, by a fciighty movepent of a mixed political, economic, 
and moral charact^. 

In this book I have on many occasions laid stress upon the 
fact that until the industrial revolution in England had jiad 
time to change materially the economic foundations of human 
civilization, the view had been held in all the past ages by the 
up^er classes that this world was fnr^^ged for the special 
benefit of the few, whom it was the duty of the majority to 
serve — economically as ^«11 as politically. , The most remark- 
able thing is that this view was accepted, or at all events it 
had never beeft seriously challenged by the great majority — 
“ the labouring poor,” as Adam Smith called them. 

Ideas are among the most stubborn facts in history ; and 
the view to which I have alluded above has been retained by 
the well-to-do in spite of the great changes of the last 150 
years ; so much so that it has in the main mou]ded the policy 
of the employers towards the employed until within the last 
fifteen to twenty years. But this conception of the world, 
apd of the rights and duties of the individual in his relation 
to 8O0Lefy, has been completely undermined by the solvent of 
•the innumerable new ideas which have been bom in rapid 
succession since the French Revolution, and the still more 
important industrial revolution in England, These new 
■ideas have become, thanks to the printing press, newspapers, 
and improved school education, in an almo^rtiicredibly short 
time, the common possession of humanity. Nfver in the history 
ofwiKyization have ideas hadf even approximately, the same 
power of transforming men’s thoughts and aspirations as during 
the last hundred years. Instead of the conception that the world 
is creafbd for the social benf fit oV thn few, the tKSMy^Chat the 
aim of existence is “ the greatest good of the greatest number ” 
is proclaimed in the markets and th« work-rooms as well as 
ficom j^hS chairs of learned professors. 

To this^ cycle of new i^easVhich have obtained general 
currency belongs the bgsic theory of Social DemQcracy.r 
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Although this system has nowjere yet been carried into prac- 
tice, it has exerted a very ItfOM^fluence upon the policy of 
the trade unions, and for Ipe eitire labour world the doctrines 
of Social Democracy have become a sort of new religious 
creeS. The novel.forces which have thereby been set in motion 
have already during the last generation played a very important 
rdle in shaping the course of human civilizStion, and they are 
without doubt destined to exert a yet more powerful influence^ — 
foV'^ood or evil — in generi^tions to come. 

Before proceeding with the discussion of the subject of this 
chapter, it will therefore be necessary to examine the evolution 
of the ideas upon whiph Social Democracy has been built up, 
and to show, if possible, how this new factor is likely to act 
upon the relation between employers •and employed, and there- 
forS also upon the question of the management of labour. 

• A 



CHAPTER XV 

STUART MILL AND KARL MARX 

t 

In order to ascertain what the so-called “ classical ” school of 
Political Economy taught aboyt wages and the relation between 
wages and profit, it is sufficient to^malTe an extract of what 
Stuart Mill had to say^upon these topics in his Principles of 
Political Econcmy, published in 1848, for tRis great and remark- 
able work ma,v be looked upon .as the common denominator 
of the ideas of his predecessors from Adam Smith to his own 
time. 

The extracts which I am about to give will, I trust, be 
considered impartial, and as giving correctly the gist of his 
opinions. But I have at the^same time made my selection 
with a view to the observations which I intend to make upon 
them. 

E^B^cts from “ Principles of Political Econobiy ” 

Book II, Chap. XI, § 1. “ Wages depend mainly upon the 
demand and supply of labour ; or, as it is often expressed, on the 
proportion between population and capital. By population is 
■iiere meant the numbef only of the labouring class, or rather 
of those who work for hire ; and by capitflST^ly circulating 
capital, and not even the whole of that, but^the part which is 
expMided in the direct purdiase of labour,” , , . “ There is 
unfortunately no mode of expressing, by one familiar term, 
the ag^egate of what may be called the wages fund of^ountry ; 
and as the wagescof produofcive labour form nearl^l&e whole 
of that fund, it is usual to overlook the smaller and less im- 
portant part, and to say that wages Repend on population and 
capit^.^’ . . . “Wages not dhly depend upon the relative 
amount tf capital and population, but cannot, under the 
rule of competition, bet affected* by anything else. Wages 
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(tfieaiiing^ of course, the rate) Cfomdt rise but by ah 

increase of the aggregate ^ployed in hiring labourers, 
or a diminution in the nipb^ of the competitors for hire ; 
nor fall, except either by a diminution of the funds deVote(f to 
paymg labour, or by an increase in the number of labourers to 
be paid ” ^ ^ 

§ 2, After a discussion of, the variatidhs of wages with 
good or bad trade, and of the opinion that wages vary with 
th^yjrice of food, rising T^hen it rises, falling when it falls, he 
says : “ Mr.^ Ricardo assumes that there is everywhere a 
minimum rate of wages : either the lowest with which it is 
physically possible tc^ke^p up ^he population, or the lowest 
with which the people will choose to do so. To this minimum 
he assumes that the^ general rate of w^ges always tends ; that 
thty can never be lower, beyond the length of time required 
for a diminished rate of increase to make ftself felt, and 
can never long continue higher. This assumption contains 
sufficient truth to render it admissible for the purposes of 
abstract science ; and the conclusion which Mr. Ricardo draws 
from it, namely, that wages in the long run rise and fall with 
the permanent^rise of food, is,ilike almost all his conclusions, 
true hypothetically. But in the application to practice, it 
is necessary to consider that the minimunq of which he speaks, 
especially when it is not a physical, but what may be term^ 
a moral minimum, is itself liable to vary. If wages^weri 
previously so high that they could bear reduction, to which^ 
the obstacle was a high standard of comfort habitual among 
the labourers, a rise. of the price of food, or any other disadvaiF 
tageous change in their circumstance#, may operate in tTWr* 
ways : it ma^‘([ib'f?ect itself by a rise of wages, brought about 
through a gradull effect on the prudential check to population ; 
or it may permanently lower thevstandard of living of thMj'ass, 
in case their previous habits in respect of population prove 
stronger t han th eir previous habits in respect of comfort. In 
that case '"fS?n[njur^ done to them will^e permanent, and 
their deteriorated condition will become a new minimum, 
tending to perpetuate ifeelf as the more ample minimum did 
before. It is to be feared thatrof the two fnodes in the 
cause may operate, the latter* is t^e more frequent or at all 
events sufficiently so to render all propositions ascribing a 
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idf-wpairiiig quality to the cakn^ea whkii htm the bbour- 
ing classes practically of no wliiity.” ...” Unfcurtunately 
it is a much more difficult toVmsc than to lowet the scale 
of living which the labourers wifi consider as more indispensable 
than marrying and having a family. U ^ey content themsJlves 
with enjoying the greater comfort while it lasts, but do not 
learn to require ita they ^11 copie down to their old scale of 
living. If from poverty their children had previously been 
insufficiently fed or improperly nureed, a greater numbe^^ill 
now be reared, and the competition of these, w^n they grow 
up, will depress wages, probably in full proportion to the 
g^ter cheapness of food. If the gffe^t is not produced in 
this mode, it will be produced by earlier and more numerous 
marriages, or by an increased number of births to a marriage. 
According to all experience, a great increase invariably takes 
place in the aumber of marriages in seasons of cheap food 
and full employment.” . . . 

“ When, indeed, the improvement (in the condition of the 
working classes) is of a signal character, and a generation 
grows up which has always been used to an improved scale 
of comfort, the habits of this new generation in respect to popu- 
lation become formed upon a higher minimum, and the 
improvement in their condition beccunes permanent. Of 
causes in ^oint, the most rem|irkable is France after the Revolu- 
4ion.#Xhe majority of the population being suddenly raised 
^om misery to independence and comparative comfort, the 
immediate effect was that population, notwithstanding the 
destructive wars of the period, started forward with unex- 
.^npled rapidity, partly because improved circumstances 
enabled many children to be reared wh®p--wt)ald otherwise 
have died, and partly from increase of births.**' The succeeding 
genajg^iion, however, grew up ipith habits considerably altered ; 
and though the country was never before in so prosperous a 
state, the annual number of births is now nearly stationary, 
and tht increase of^-populat^on dxtrojnel^ slow.''**““^ 

§ 8. “ Except therefore in very peculiar cases, it is impossible 
that population should increase at its utmost rate without 
lowerings wages. Nor will tha fall be stopped at any point 
short of that which either b^ its' physical or its moral operation 
checks the increase of population. In no old country, therefore^ 



Joes po|>^tioa moresse ai anjrtMng like its utmost rate ; Itt 
most, at a very moderatelrim ; in some countries not at aL 
These facts are only to beiacccldlted for in two ways. Either 
the whole number of birtul which nature admits of, and wltich 
happen in some circumstances, do not take place ; or if they 
do, a large proportion of those who are bom, ^die. The re- 
tardation of increase results ejther f Aim mcrtality or prudence ; 
from Mr. Malthus’s positive or from his preventive check: 
and one or the other of these must and does exist, and very 
po??8riully too, in all old societies. Wherever population 
is not kept (fown by the prudence either of individuals or of 
the State, it is kept ^wn by sliarvation or disease.” * 

The rest of Chapter IX is taken ,up by an examination of 
tha question of a restriction of the increase of population. 

* • 

Chapter XII discusses popular remedies for low wages. 

In § 4 he says : “ No remedies for low wages have the 
smallest chance of being elficacious which do not operate on 
and through the minds and habits of the people. While these 
are unaffected, any contrivance, even if successful, for tem- 
porarily improving the condition of the very poor would 
but let slip the reins by which population was previously 
curbed.” ^ ^ 

Chapter XIII : Remedies for low wages, § 2. ” Thest whcP 
think it hopeless that the labouring classes should be induced » 
to practise a sufficient degree of prudence in regard to the 
increase of their families, because they have hitherto stopped 
short of that point, show an inability to estimate the ordinai|p> 
principles of Ipim'?* action. Nothing further would probably 
be necessary to secure that sesult than an opinion generally 
diffused that it was desirable. Js a moral principle, sygh an 
opinion has never yet existed in any country.” ...” One may 
be permitted to doubt whether, except among the poor them- 
selves (for f*ll'U8l^pllJadicc^ oif this^subject tljere is no difficulty 
in accounting), there has ever yet been, in any class of society, 
a sincere and earnest desife that wages should be high. There 
has been plenty of desire to keep down riie poor-ra^e*,but, 
that done, people have been f^ery ^willing that thq working 
classes should ba^ill off. Nearly a^ who are not labourers 
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Chapter 3CV ; of Profits. 

1 1. “ As the wages of the labourer are the remuncratiott of 
labour, so th^ profits of the capitalist are properly, according 
to Mr. Semor’s well-chos&n expression, the remuneration of 
abstinence. They are what he gains by forbearing to consume 
Ins capital for his own uses, and allowing it to be consumed 
by productive labourers for their uses. For this forbeafimce 
he requires a recompense.” 

^fle then goes on to explain that of the gains which the 
possession of capital enables a person to make, a part only is 
properly an equivalent ^ the use of the capital itself. This 
is the interest ; the rate of profit greatly exceeds the ratt»of 
interest. The<< surplus is partly* compensation for risk and 
partly remuneration for the control of the concern. 

“The gross profits from capital, the gains to those who 
supply the funds for production, must suffice for these three 
purposes. They must afford a sufficient equivalent for absti- 
nence, indemnity for risk, aiyl remuneration for the labour 
and skill required for superintendence.” 

§ 5. • • . “ The cause of profit is, thaMabour produces more 
^lan is Required for its support. The reason why agricultural 
oeapitul^ields a profit is because human beings can grow more 
<-fo^ than is necessary to feed them while it is being grown, 
including the time occupied in constructing the tools and 
dnaking all other needful preparations; from which it is a 
^nsequence, that if a capitalist undertakes to feed the labourers 
on condition of receiving the produce, he hyusoiAie of it remain- 
ing for himself after replacing his advances. «To vary the form 
of theorem : the reasop why capital yields a profit is 
because food, clothing, materials, and tools last longer than 
the time which was required to produce them ; so that if a 
capitalist supplies party ^f l^oqren^ things, on 

condition of receiving all they produce, they will, in addition 
to reproducing their own necessaries and instruments, have a 
port^bn of their time remaining to work for the capitalist. Wc 
thus see ^that profit arises^ nol^from the incident of exchange^ 
but from the productive power of labour ; and the g^ieral 
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' aiinmiees and receive all fte produce, ffis profit eonai^ ef 
of tiic produce over the advances ; his rofc of profit 

is lift tfttio Yflncll that excess bears to the amoipit advancedi 

But That do the advances consist of^? ” 

He replies to this question by saying: ‘“Whatever of the 
ultimate product is not profit is repayment of wages.” 

f*. “ It thus appears >that the two elements on which, and 
on which aldkie, the gains of the capitalists depend, are, first, 
the magnitude of the produce, in other words, the productive 
power of labour ; andkse«ondly,\he proportion of that produce 
obtained by the labourers themselves; the ratio which the 
regauneration of the labourers be&rs to the amount they 
produce. . . . The rate of prjfit, the percentage on the capital, 
depends only on the second of the two element#, the labourer’s 
proportional share, and not on the amount to be shared.” 

“ We thus arrive at the conclusion of Ricardo and others, 
that the rate of profit depends on wages — rising as wages fall, 
and falling as wages rise. In adopting, however, this doctrine, 
I must insist ftpon making a fhost necessary alteration in its 
wording. Instead of saying that profits depend on wages, let 
us say (what Ricardo really meant) that they depeijd on the 
cost of labour f . . . “Nothing i»more common than to say 
that wages are high or low, meaning only that tfe? cist ot 
labour is high or low.” . . . “ The cost of labour is frequently 
at its highest where wages are lowest. This may arise from 
two causes. In thi! first place, the labour, though cheap, ma^ 
beinefficienti^. . , “ The other cause which renders wages, 
the cost of labo\jf , no real criteria of one another, is the varying 
costliness of the articles which the labourer consumes. If 
these are cheap, wages, in the sAise which is of import«Hce to 
the labourer, may be high, and yet the cost of labour may be 
low ; if degji^UK^g^urer n^ay be wretchedly off, though his 
labour may cost muchto tBe capitalist. Thisdast is the condition 


of a country over-peopled in relation to its land ; in which, 
food being dear, the pcJbmess of the labourer’s real reward 
does not prevent labour from posting muefi to the pflr&aser, 
and low wages aj|)d low profits co-eidst. The opposite case is 
22 



abtBmed---<Mmbined with the great efficiency of tbe Jabowh- 


the cost of labour is at least not higher, nor the rate of profit 
lower, than in Eurojje.” 


The theories of which these extracts give, I think, a fair 
representation, appear at first sight irrefutable. But wfebn 
closely examined they will be found to be nothing more than 
an unsuccessful attempt to clothe in scientific terms the old 
and perverse view that the interest ♦of /the capitalist is the 
predominant factor in the economic activity of society. 

The wt^rking classes breM like rabbits, and as the “ wag^ 
fund ” does not increase at such ^ rapid rate, wages are kept 
down to the irreducible minimum, and nothing which the 
labourers can do will alter this lamentable state of things 
if they will not restrict the increase of population. The cause 
of profit is, that labour produces more than is required for its 
support. The capitalist makes all the advances, and receives 
all the produce. His profit conslSts of the excess 6f the produce 
over the advance. His rate of profit is Jhe ratio which that 
excess bears to the advances. We thus arrive at the conclusion 
o^ic|rdo^and others, that the rate of profit depends on wages 
— ^rising as wages fall, and falling as wages rise. 

Stuart Mill considered it a great public calamity that wages 
were so low that the working classes were condemned to per- 
petual poverty and misery, and he urged 'upon them in the 
strongest possible terms the duty of exercising^rudence in 
regard to the increase of population, as tEe^nly means of 
obtaining better wages, although this would, according to this 
theor^cause an increase of l5ie cost of production. But he 
remarks naively : “ When the poor-rate has been kept down, 
people l\^ve been ve^y willing th%f the ^jtb^-aliises should 
be ill off. Nearly *all who dte not labourers themselves are 
employers of labour, and are not sorry to get that commodity 
cheap.V , 

It be observed that Stuai^Mill does not adduce anything 
at all, except the pressing n^s of the labourers, in explanation 
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iof the fact that tney arei willing to produce for the benefit o 
the capitalist an excess If produce above Ms advances. Hi 
evidently looked upon the pri^ of capital from the same poini 
of view as a buyer of tjie pioduce which the capitalist dsells 
viz. as an addition to the price of the commodities beyond thi 
cost of productibn. ^ 

A reader who has’tollowed me through my book to this poini 
will at once see the flaw ift the “ classical reasoning. Th( 
labourers could never have produced an excess for the capital 



DIAGRAM A. 

• •• 

ists, even it^illing to do so, if the employment of capitaHiac 
not made their labour more productive, by permitting pro 
Auction to be done with less labour. Let us admit for the sak< 
of argument the exploded wa^s-fund theory ; it is Jlear thal 
the working classes, who are the majority of the consumers 
would imiwiiiAill^ej^ay ato this fund their double wages 
when they earned them by doubling thfir efficiency, for th( 
quantity of the products which could be sold would alsc 
thereby be doubled, liKe the buying-poA^jer of the^labourers 
Finally the price which is pai j for a commodity to the cfipitalis 
is lower than Jhe price ;which ifiust have been ‘paid unlesi 
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emplo 3 n]aent of capital had led to ai reduction of the cost of 
production. Saving of labour is. dae to the use of the tools, 
this word taken in the widest*^ ^nse, in which the capital is 
inves’led, and the profit of the capitalist is only a part of this 
saving. The g^in of the consumers, or what I call the invisilile 
profit, constantly increases as a result of successive improve- 
ments of the methods of production. 

On the basis of the table on page 80 I have prepared the 
Diagram A which shows that the same sum of labour (x kg. X 
will produce 1, 2, 4, or 8 .4 of commodity when^the labour 
, cost of 1 .4 is successively reduced by improved methods to 
50 p^er cent., 25 per cent., and 12'5 ];^er ^ent. The invisible 
profit, it will be observed, constantly increases, while the sum 
of profit is at each stage 6f» improvement th^ same, as long as 
an equal sum of labour is employed and wages are on eadi- 
stage paid at the same rate for ah equal sum (x kg. X m.) 
of energy transferred by the labourers to matter. 

Diagram B has been prepared on the basis of the table on 
page 41, where it is supposed that the efficiency of labour is 
doubled each time the effectivity of the method is doubled. 
This diagram shows clearly, tha4 provided the labourers are 
at all stages of improvement paid at the same unit rate of 
wages for kg, X m. pf energy, their daily earnings increstse 
with their efficiency from 1 to, 2, 4 and 8, etc., and, thanks to 
thb incfeaSvd production, 'the sum of profit of the capitalist is 
alco increased at precisely the same rate, while the production 
increases as 1, 4, 16, 64, etc., an immense gain to the consumers, 
because not only does the price of the comiyiodities sink, but 
the^utput is greatly increased. 

Finally, Diagram C has been prepared tc^ow*?he process 
by which an increase of the efficiency of labour is obtained. 

Workfifople are by instinct and inclination exceedingly 
conservative, and dislike all changes in the methods of pro- 
duction, which nearly always involve othe r proc esses and 
other movements by.tlie laboirers 1:haB ^sSJS^required of them 
when the old method was used. Lack of practice will therefore 
as a rule prevent them from at once doing the new kind of 
work wi£h% high deg(i*ee of efficiency, even if they were inclined 
to exert thqmselves greatly for that puropse. 

As the new mefeod usually represents a considerably larger 
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capital per labourer thaij| the one which it supersedes, it is, 
however, essential for the capitalist to obtain more efficient 
labour than sufficed with the* previous method. His only 
means of obtaining this|is tS pay the labourers better 4han 
before. The fortunate possessor of a new and greatly improved 
method of production need not as a rule imme*diately reduce 
his selling price so much as his reduce^ cost of production 
might enable him to do. F?)r until the new method has been 
so generally introduced that production on the old method 
has been entirely superseded, he will be able to obtain a 
considerably higher price than is possible when all his com- 
petitors use the same method equally good ones. • 

Diagram C has be^ n "constructed to show cost of labour at 
each stage of improvement, while thc^bscissae do not represent 
quantity, but time — years for instance. In the beginning, 
after the introduction of a new and better mctlyd of production, 
the employers who use it, because obtaining a high price for 
the product, are able to pay higher wages than the average 
unit rate, which is indicated by e, or extra wages, on the diagram. 
The labourers are stimulated by these extra wages to greater 
exertions, and thereby learn gradually to execute their work 
more efficiently. After a while competition with other 
labourers* will compel them to submit to the ordinary unit 
rate of wages ; but owing to their higher efficiencj^ they will 
earn proportionally more per day Ilian those laiiQjirvs w^o 
were employed on the old method. 

The capitalists who still use the old method will be compelled 
by competition with the new method to sell their products 
at a constantly declining rate of pij^fit, and will at las^be 
obliged to^ive ^ the struggle. When that has happened 
the entire proflliction will come to be conducted on a new level. 
The rate of profit per unit of product will be permanently 
lowered ; but provided the labourers are paid at the ordinary 
unit rate of wages, their daily earnings will be proportionate 
to their incr?S8?frcSiiie|jcy,*and the sum of profit will increase 
with the quality of production at the same rate as the increase 
of the daily earnings o( the labourers. This intimate relation 
between the sum of profit aijd efficiency. of labour ^s* demon- 
strated in Diagram B, where* an ^ddition to profit is sfiown to 
be determined l»v oroDortionate increase of efficiency of labour. 
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if are not paid in accordanc| with effldenqr, no power 
on earth will compel the laboureia in the long run to increase • 
their rate of efficiency beyoifti their actual wa^, or to the 
nttdost limit ; and employers vmo d^ not recognize this funda- 
mental truth /eally mulct themselves In tryipg to keep wages 
unduly low. 

Not only is the famous iron hf of wages of Ricardo, which 
Stuart Mill adopted, that the rate of profit depends on wages — 
rising as wages faUt and falling as wa^es rise, not true, buMihe 
very reverse is, as I have shown, the true relation between 
profits and wages. 

Ihe rate of profit per unit qf prodijict sinks with successive 
improvements of production which lead to a constantly 
increasing saving of labour; but as the pnit rate of wages 
remains in the long run the same on all stages of improvement;^ 
the sum of profit increases in fne same proportion as the 
efficiency of labour and the daily earnings of the labourers. 

Of the wages-fund theory, and the question of population 
in relation to the supply of food, I shall have something to say 
later on, in another connexion. 

That the classical teachers of Political Economy could adopt 
so entirely false and misleading theories on the relation of 
wages to profits, can only be explained by the peculiar economic 
conditions which prevailed jyi England at the period when 
their book^ were writteil. The working classes of England, 
right up to the time of the publication of the Principles of 
Political Economy, as I have shown in a previous chapter, 
lived under wretched conditions. Farm labourers’ wages 
wei^jncredibly low, andethey were housed and fed more like 
pigs than human beings. The hnjust ancMrratidhal English 
system of land tenure was mainly responsible fRr this misery, 
and is i||^l a blot on the socitj organization of Great Britain 
and Ireland. In the industries the improvements of tlje 
methods of production and the rate of capitalization had 
not yet reached suclv& high sf^ge fhatpaWJSfSecRmprovement 
of the efficiency of labour had become a matter of paramoimt 
importance to employers. Although •industrial wages were 
higher \fi England than on the Continent, they were still very 
low ; and as a result of the pr^valeht lack of systematic manage- 
ment ih the mill%jtnd fairies, the increase of efficiency of 
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labour was a slow processj At the same time as the eamings 
• of the working classes therefore were unsatisfactory, the special 
circmnstances of England compiled them to put up with bad 
housing at exorbitant ren^ Tie absence of compulsory scllool 
edilcation kept tlje working classes in a bondage^of ignorance. 
Who could wonder at their ignorance and the low standard 
of morality which prevailed among them ? ^ At a time when the 
scarcity of food in Europe had not yet been relieved by large 
importations from oversea countries, the outlook for the 
worSng classes must have appeared almost hopeless to writers 
who had completely failed to grasp the problem of wages in 
its relation to efFiciency of labojir. • 

It would have beei?superfluous to devote so much space to 
demonstrate the misconceptions ai^d errors of the classical 
theories of wages and profit had not these so largely contributed 
to the formation of the view« of Karl Marx. "Jbey entered, of 
course with necessary alterations to suit his purposes, into 
Das KapiiaU by Marx; and hence the fundamental errors 
of the classic writers have exercised, and still exercise indirectly, 
the most fatal influence by the strong hold which they have 


acquired over^the masses. TJfe doctrines of socialism have 
to a great extent determined the policy of the trade unions 
during the*last generation, and the totally false theories on the 
laws which govern wages, which^ Stuart* Mill and Ihe othgr 
writers of the same school entertained, have becoi][>a.pellrified 
as the dogmatic beliefs of millions of the working classes ii^ 
the New as well as in the Old World. There is nothing which 


during the last genej:ation has contributed to retard the advange 
of the efficiency of labour, and consequently also of wqg^, 
so much as tJfese fake opinions of the Social Democrats, because 
they have becftne almost unassailable by argument, being 
held by their adherents with the unreasonable fervouj^ which 
is characteristic of all dogmatic beliefs. 


Karl Marx l ived as an exile in a back street of London instead 
of staying in SifflSlTwwiqpnfly to do his fejst to causes a revo- 
lution of the political and social conditions of the German 
working classes. He wrote a ponderous and, if the truth must 
be told, a terribly tedious boolg, Das Kapikil, which is ^ally, 
if I might borrow a musical te#m, qothing but a transposition 
into a different key of the erroneous tpophincra of th*« oloAci/iai 
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school of Political Economy. This Ils thoroughly characteristic 
of the two nations ; the English e thelfcventors, the Germans , 
take their inventions, develdf) and systematize them. If, as 
in this case, the start has been^mad(5 in a wrong direction, the 
unhappy resijlt must be that of Marx, who ended in a quag/hire 
of illusions without having common sense enough to retrace 
his steps in time. * 

Das Kapital begins with a theory of value, which is, according 
to him, determined by the sum of human labour which is 
required for the production of the Various goods or fFoarcn. 
The value of a commodity corresponds to the Value of every 
other commodity as the neccjisary time of labour for its pro- 
duction to the necessary time of labouf for the production of 
the other commodities.* , 

This is the classical theory of value, of which Stuart Mill 
said : •) 

“ Happily, there is nothing in the laws of value which remains 
for the present or any future writer to clear up ; the theory of 
the subject is complete : the only difficulty to be overcome 
is that of so stating it as to solve by anticipation the chief 
perplexities which occur in applying it.” ^ 

Subsequent investigations of this problem have, however, 
irrefutably demonstrated that the deductions wHich Stuart 
lljill and the other classical ^writers made from an incomplete 
and ^£Toa^ous analysis of the facts which appertain to this 
gubject were entirely wrong. 

It is quite true that the various classes of goods, of which the 
supply may be increasing or restricted at w|ll by the producers, 
ar^prdinarily exchanged at prices which roughly correspond 
with their relative cost of production, or«ther,*viost plus an 
average profit. But this does not happen bedhuse the human 
labour jjfhich has been spent ppon the production of the goods 
gives them their value. It is the demand of the consumers, 
or the price which they are willing to pay, not the labour of 
the producers whiqhr gives tjjjeir Valy.e 4fc^TItFTOterent goods. 
If the supply of a commodity is in excess of the demand, the 
capitalist producers must sell at a i^rice which leaves them 
less tl^^Uiian average profit, and the reverse happens if the supply 
falls short of the demand, [n bdCh cases the capitalist producers 
try to adjust th^supply to the deiaand as rapidly as possible. 
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In proportion as the 3 |ey^ successful in this effort of adjustment, 
the various commodities will sell at a price which leaves as near 
as possible an average profit, and •the commodities will therefore 
also ^exchange in about thd sanfe proportion as their varying 
cost of labour. . » 

According to Marx, all goods exchange for their equivalent, 
i.e. for quantities of other goo,ds which represent in their pro- 
duction equal sums of human labour, and he classifies human 
labouj among the goods or^Waaren, 

“ This spetjal commodity (Waare), the working power, 
must now be more closely considered,” he says. As all other 
commodities, it posses^s ^ valuei How is it determined ? • 
“The value of working power as of all other commodities 
is determined by th^necessary time of labour which is required 
fpr the production, including the reproduction of this specific 
commodity. As far as it ha? value, working p«wer or labour 
represents itself only a certain quantity of average social 
labour which has been crystallized {vergegenstdndlicht) in it. 
The power of work exists only as a faculty of the living indi- 
vidual. The production of it therefore presupposes the existence 
of the individual. Given the tcxistence of individuals, the 
production pf working power consists in its own reproduction 
or upkeep. To maintain itself, the living individual needs a 
certain quantity of food. The necessary time of labour tg 
produce working power is therefore the same as tftc'tiAe of 
labour which is necessary for the production of these foodstuffs,, 
or the value of the power of work is the value of the foodstuffs 
which are necessary, to maintain its possessor. The power of 
work, however, only realizes itself when it is sold, become^, a 
reality only in labouif By its use, the labour, a certain quantity 
of human muscular fibres, nervous substance, brain, etc., is 
worn away, which must be replaced. This incresised q^endi- 
ture requires increased income. When the possessor of the 
pd|prer of work ha j laboured to-day, he must be able to repeat 
the same process to-iilbnow unc^sr the *same conditions of 
strength and health. The quantity of foodstuffs must therefore 
also suffice to keep the •labouring individual in his normal 
bodily condition. The natural demands, sufth as foodf efothes, 
heatmg,j1iouBing, etc., vary atfeording to climatic pnd other 
natural peculiarities of a cotmtry. Xhe exte^of the so-called 
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necessary demands as well as their mode of satisfaction are, 
on the other hand, an historic^ product, which is therefore 
largely determined by the stage of culture of a country. It 
depends to a large extent u[ion ^e conditions under which 
free labourers have been accustomed to live, and the standard 
of life which they demand. Unlike other commodities, the 
determination of t^e value of the power of work contains thus 
an historical and moral element 

“ The possessor of the power of work is mortal. If the 
appearance of labour on the market is to be a continuous one, 
as the continuous transformation of money info capital pre- 
supposes, the seller of laboip* must make himself eternal, as 
each living creature becomes eternal by l&eeding. The labourers 
who are lost to the market by wear and tear and by death 
must for ever be replaced by at least the same number ofmey 
labourers. TJ^e quantity of fotdstuffs which are necessa^ 
to produce power of work include thus the foodstuffs for those 
who are to replace them, i.e. for the children of the labourers, 
in order that the peculiar race, the possessors of the power of 
work, may be eternally maintained on the commodity market. 

“ To modify the common nature of man so tljat it may reach 
adaptability and practice in a special branch of labour, and 
becomes a developed and specialized power of wo^, a certain 
training 'or education is required, which costs a larger or a 
mailer of equivalents foodstuffs. The cost of education 

varies according to the more or less developed character of 
the power of work. This cost of education which is a minimum 
fpr common labourers is equivalent to th^ values which have 
been consumed in their production. 

^ The value of the power of work is caaaposed of the value 
of a certain sum of means of subsistence. It Varies, therefore, 
with the value of these means, i.e. the quantity of the time 
of labour which is required to produce them. 

“ A part of the means of subsistence— ^instance, food- 
stuffs, heating mat^iials, etc^ — afe cvMfffSinSresh every day, 
and must be daily replac^. Other means of subsistence, 
such as clothes, furniture, etc., are worn out during a longer 
time, an^ need theiefore only b^ replaced during a longer time. 
Goods of one kind must bq^purchased or paid for daily, others 
weekly, qftarterj^, and so forth. However the sum of these 
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expenses are distributed^ for instance, during a year, they must 
covered by the average injome of one day with another. 
Let A stand for the goods tha1^%re daily required for the 
production of a power of Arbeitskraft), B for ttoe 

goods* which are required weekly, and C for the 'goods which 
are required each quarter, etc. 

“ Then the average of these goods Will be ^ 

865 ^ + 52 R + 4 C + etc. 

,865 

“ Let us assutie that the quantity of goods which are required 
to produce this Durchscknitts-Tag, or average day, represent 
six hours of average sodlal^labour*; if so, there is represented 
daily in the power of work one-half day of average social labour, 
or th^ labour of one-Ralf day is required to produce daily the 
p(Wver of work. This quantityi of labour which ig required for 
its daily production determines the daily value of the power 
of work, or the value of the power of work which is daily 
produced. If a half day of average social labour is likewise 
represented by a quantity of gold of Ss, or a Thaler, then a 
Thaler is the price which corresponds with the daily value of 
the power of wdrk. If its possessor offers it for sale at one 
Thaler, its selling price is equal to its worth, and on these 
suppositions the possessor of money, who Is eager to* turn i 
Thaler into capital, pays the value for 4he power of ^'^orkiJ* 
(The last paragraph is a typical example of the long-drawi 
deductions which Marx constantly used.) 

“ The ultimate level or minimum level of the value of powe 
of work is determine*d by the value of, a quantity of good 
without a day^ supply of which the possessor of the power o 
work, man, cann^ renew his process of life, consequently the 
value of the physically indispensable means of subsistence. 
If the price of the power of work f^ls to this minimum, if falls 
below the value, for it can then be maintained and developed 
only in an insufflttot • The value ef each commodity 

is,. however, determined by tne time of labour which is required 
to supply the same in non\jally good quality/* 

. . • “ The use of the power pf work is the labou^ iteelf. 
The buyer of the power of work consumes it in making the 
sdler do labour. Jhe last-mentioned becomes^therefbre acfu 
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realised power df work, or labourer, whioi ht was previously 
cmly poterUia, To convert his labour into goods he must above 
all pi^llice objects which ^ave a value in use (GAraucha- 
warden), thin^ which satisfy'^demands of some kind.” 

For production Marx explains thit three things are required : 

' raw materials, machinery and other means'of production, and 
labour. He makes a master cotton spinner the representative 
of the capitalist. *When he huyj in the market 10 lb. of cotton 
for 10^. this is equal to the value of human labour which has 
been materialized in this quantity. If the wear and ^ar of 
the machinery, etc., is 25. a day, the raw materinl and wear on 
iq^ichinery represent 125., which is equal, in his terminology, 
to 24 hours of labour, and c6nsequftit^ two days of labourer 
will be represented in the yarn to be spun from 10 lb. of cotton. 
These two days or their 'equivalent in money form part of the 
value of the cotton yarn. In tli^e production of this yarn the 
spinner makes use of the power of work which he has purchased ; 
and Marx continues ; 

“ By the sale of the power of work it was assumed that its 
daily value was = 35., and that in this sum is materialized 
six hours of labour, which sum of labour is required to produce 
on an average the daily mea/is of subsistence *of the labourer. 
When the master spinner changes in one^our of labour 1| lb. of 
cotton ilito If Ib. of yarn (the figures are quite arbitrary — note 
lo £^15 Kfi-pital) the resqlt df 6 hours of labour will be to change 
10 lb. of cotton into 10 lb. of yarn. During the continuation 
‘ of the spinning process, the cotton absorbs therefore 6 hours of 
labour. This time of labour is represented by a gold quantity 
of 35. By the spinning a value of 85 . is a6ded to the cotton. 

In the total value of the product of 10 lb. otyam 2^ days 
of labour are embodied {vergegenstdndl^ht),4fl days in cotton 
and wear of machinery, half day’s labour absorbed in the process 
of spinning. This time of llibour is equal to a sum of money 
of 155, The price that is adequate to the value of the yam is 
therefq^e 155., and„the price of,.! Ib.^rn 4#»«6d. 

“ The capitalist is surpi^sed. The value of the product is 
equal to these advances, which have not been increased in value 
{verw^hety* 

“The price pf the yam is )^55., which is equal to what has 
been paid out in the commodity piarket.” ...” Let us look 
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doset at the mattel. The daUy value of th€ power of woii: 
amounted to de., because one-half day’s labour is materialized 
m it ; that is to say, because th^ means of subsistence which 
'are required for producing the pdwer of labour cost half a day’s 
labour. But the past labdlir wnich is hidden in the power of 
work and the livirtg labour which it can yield, its daily cost of* 
maintenance and its daily consumption, are two quite different 
quantities. The first determines its valvi in exchange^ the 
second determines its value in use. The value of the power of 
work, ‘•and turning it into walue in the process of labour, are 
two entirely • different quantities. The capitalist had this 
difference of value in his mind when he bought the power ^f 
work. Its useful quality* to mafce cotton yarn or boots was 
only a conditio sine qua, because labour must be expended in a 
usefullform to build value. But wftat was decisive was the 
specific value in use of this gmimodity, that it is a source of 
value and of more value than itself This is the Special service 
which the capitalist expects from it, and he thereby proceeds 
according to the eternal laws of the exchange of commodities. 
In reality the vendor of power of work as the seller of other 
commodities realizes its value in exchange and parts with its 
value in use. Me cannot obtain*the one except by giving away 
the other. <rhe value^in use of the power of work belongs as 
little to its seller as the sold oil to the grocer. The possessor 
of money has paid the daily valuer of J:he power of^worly tS 
him belongs, therefore, its value in use during the day, the 
labour of the long day. The circumstance that the daily* 
maintenance of the power of work only costs half a day’s 
labour, although thd possessor of the power of work can work 
or do labour^ whole day, and that thA’efore the value which 
its use creates diiring a day is double as great at its own daily 
value, is a special luck for the buyer, but not at all an injustice 
to the seller. 

“ Our capitalist has foreseen the case, which makes him laugh. 
The labourer finds in the mill tlje necessary yieans of production 
not only for a work proedbs of sU, but of* twelve hours. If 
10 lb. of cotton absorbed 6 hours of labour and was changed 
into 10 lb. of yam, 20 lb. of cotton will absorb 12 hours of labour 
and be changed into 20 lb. Of yarn. Let us conslfdef the 
product of the prqlonged dc^y of labOur. In tile 20 lb, of yarn 
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are now manifested 5 days of labour, four in the raw cotton 
which is consumed and in the wear of machinery, and one 
absorbed by the cotton duri^^ tfee process of spinning. But" 
the# gold expression of 5 days jof labour is 805. This is also 
the price of 20 "lb. of yam. Tae poAnd costs as before l5.»6d. 
The sum of Value of the goods which wer6 thrown into the 
process was on the other# hand 275. The value of the yarn 
amounts to 305, Tfie value of th« product has been augmented 
by one-ninth part above the value which has been advanced 
for its production. Thus 275. havo changed themselver. into 
805. They have produced a surplus value of Sa, The trick 
has- at last succeeded. Money has been changed into capital.” 

Colloquially many terns are employed which are derived 
from metaphors, and which are used hal^in earnest, half in 
jest. As a rule this habit of speech does not do any harmik 
When a penniless young man says, for instance, “ My working 
power is my capital,” he is not as a rule misled by his own 
words, and should he act on the erroneous supposition that 
his working power will stand him in stead of accumulated 
capital, he is sure to experience sooner or later a somewhat rude 
awakening. Unfortunately nfen of science, *when desiring 
to subject problems to a serious analysi^i, also frequently use 
terms which are derived from analogy or metaphors, instead of 
btsin^ their terminologyr upfon an exact study of the factors 
which together make up the problem that is to be examined, 
in economics it is impossible to reach a true perception unless 
one draws a clear and strongly defined line which divides man, 
wiiether he is a capitalist or a wage-earnerj from the external 
mafter upon which he spends his produc^e energy as well as 
from the products of this energy. To classify labour itself 
among commodities, or Waaren, as Marx did, is to enter gratui- 
tously Into a bewildering ihazc of misunderstandings from 
which it is quite impossible to find one’s way out. 

Laboqr has its vabie just as mveh aj^he commodities which 
are produced by it,' but neit&er in the one case nor in the other 
is the value determined by the cost of production. The value 
both of labour and, of commodities is determined by the ratio 
at a |iven time, and place between supply and demand. It 
is, however, nee^sary to bear in mipd t^t the value of labour. 
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as expressed in thi wages or daily earning^ of the labonrw, 
contains two absolutely different elements, which may be 
'shortly defined as the unit*rat^of wages and the efficiency 
rate of wages. The unit rate, ^hich is always and eveiywhere 
the .same, is the whimsically mall quantity of commodities, 
or their value, which the first man could produce in a day 
with his naked hands unaided by qapital, and with the very 
small sum of effective laboui^ which his loV rate of efficiency 
placed at his disposal. Actual daily wages of to-day are a 
multiple of this unit rate and the rate of efficiency of the 
modem laboufer. He obtains the same pay for each 100 kg. x m. 
of energy transferred to matter as the first man cogld 
make for hinself, but ke^earns n!any times more in money per 
day because of his relatively high rate of efficiency, and he 
derives as a membet of society the benefit, in the shape of an 
invisible profit, that he may^ purchase for his money wages a 
constantly growing quantity of commodities,* because their 
price is steadily falling as a result of constantly improved 
methods of production, and of growing capital accumulations. 

Modern labourers could not produce for their subsistence in 
a day, much less in six hours, without the aid of the existing 
capital commcldities to the valfie of three shillings. And the 
theory of Marx that^the labourers produce in a certain part, 
for instance six hours, their means of subsistence, hnd that 
their labour in the rest of the day i^ therefore aiMgebenietf 8r 
exploited by the capitalists who pay them only the equivalent 
for the labour of six hours, is therefore sheer nonsense. Hd 
goes on to explain that at each subsequent stage of technical 
development the r8te of exploitation |[rows because the cost 
of the comgiodities which are required for the maintenfnce 
of the labourers is reduced by the better methods, and there- 
fore also the value of labour (sic I). He was a keen logician, 
and had he not been entangled ifi his pet theory of tVk Mehr- 
werth, or surplus value, of which, according to him, the proletariate 
was robbed, he would at la^t have recognized that ^he rate 
of profit per unit of pro Ju8t is conitantly sinking to the benefit 
mainly of the working classes. 

Oppressively tedious & Das Kapital is,^ it is neveijiieless 
well worth reading, owing to Jits many luri(J illustrJtiAis of 
economic conditions in Engjftnd at tfie time whennt was written. 

28 
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The employers Bid not succeed in exploiting their labourers 
in the sense of Marx, partly because they obtained only labour 
of a comparatively poor rat^ of 'efficiency, and partly becaus^' 
tlv^ir mutual competition comjpelled them to sell their products 
cheaper in proportion as the)4actu4illy succeeded in comping 
'their labourers to work below the proper rate of wages. But 
they did their very best, to enforce barbarously long hours of 
labour without tlfe Ibast consWeration for the health of the 
labourers ; the excessive employment of child labour with 
the purpose of depressing wages/ of grown-up people, and 
particularly the inhuman treatment to whicbi the children 
wfte subjected, will for ever be a disgrace to England of that 

period. ' * r 

Our sympathies must go out to a sincere friend of the working 
classes who saw all this hiisery and, belioidng it to be an un- 
avoidable accompaniment of cap^italism, sought relief from his 
fiery anger in a fantastic theory which he fondly believed 
would be the complete destruction of private capitalism. 

The employers of England at the middle of last century, 
whose lack of insight into the problem of wages was on a par 
with their callous egotism, must therefore be held mainly 
responsible for the great calamity that a book so full of 
venomous hatred as Das Kapital has become the Bible of the 
working ‘classes of the world. 

‘ Eitploycrs of to-day, suffer for the sins of the employers 
fifty years ago, and socialism, which has developed during 
‘two generations along the false lines laid down by Marx, has 
added immensely to the troubles and perplexities by which 
tWe who manage productive activity are at present surrounded. 
Tht- immeasurable loss which is caused by the jever-ccMing 
strife between capital and labour, and th^lamentably low 
rate of efficiency, falls, however, mainly upon the working 
classes \hemselves and upon* society as a whole, and only to a 
much smaller extent, and indirectly, upon capital and employers. 

Efficiency of labour is a plapf of exceedingly slow growth, 
as it depends largAy upon iutensity*orwork which presupposes 
good feeling; the working classes are therefore unable to 
increiyse their efficiency otherwise than step by step. When 
th^W a little better paid the^ may reach a small step forward 
in efficiency because they tan afford a somewhat more nourish- 
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ing diet; and if the employers are wise and reward this 
Jincrease of efficiency by pa}^^^ proportionately better wages, 
the diet may be still improved, w^ch again places the labourer 
in a position of working with greater intensity. • 

Bat it is a common huilian llait that we air^jish to exert 
ourselves as littl^as polsible, and wages being fixed according* 
to average efficiency, they have risen anly bjj very slow degrees, 
because employers as a class Aave always until quite recently 
been very short-sighted in this matter, and have not as a rule 
been Aclined to increase ihe daily wages except under com- 
pulsion. Thele is therefore no reason to wonder that the 
efficiency of labour has upon the whole remained very lo# ; 
it is more surprising tllat in spif;e of all checks it has been 
steadily improving. ^ . 

The introduction of piece payment soon after the beginning 
ot the industrial revolution was a great misfq^une, for the 
rates were fixed much too high, and therefore a readjustment 
was a necessity, and the lowering of piece rates continued 
unfortunately during a long period. This process of cutting 
rates, necessary though it was, gave the working classes a keen 
feeling that they were always mulcted if they exerted themselves 
much above the average. Who can be surprised that they 
came to looft upon it as a great injustice which was peipetrated 
upon them, or that the trade unions considered it the^f 
principal business to put a check to the constant policy df the 
masters to cut piece rates whenever the earnings of the labourers , 
were more in a day or week than they considered reasonable ? 

The trade unions early began their fight for maintaining 
piece rates, and as one of their weapoi\^ in this fight, besides 
strikes, they^oon adapted the policy of enjoining upon their 
members not to^exceed a certain maximum of work per day. 
The trade unions are not at all inclined to ackn^ledge 
openly that they have followed this policy, and it may be that 
they have never in so many words ordered their members to 
act in accordance there^tjj, •But^there is^ nevertheless, not 
the slightest doubt that the members have shaped their action, 
consciously or unconsciously, in this spirit. In each “ shop ” 
a standard of work Has been adopted, mors or less ftire^bly, 
which acts as a barrier against atiy attempt onAhe part of the 
employer to cut^iiece ratesi TWs passive re|jistandb of the 
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working classes \igainst attenq[>ts to force the speed of work 
beyond a certain point is a universal phenomenon, to be met 
with in every part of the world. It has recently been carried 
top that caricature which hv been nicknamed ca’canny.’* 
This attitude* of the working clashes, which is diametrically 
"opposed to the spirit of sport, has-been a most powerful 
hindrance to any rapid advance of the efficiency of lal^uj. 

At a time when some at leist of the employers began to 
perceive that it might be to their own interest to revise a wages 
policy which had been accompanic<l by such unhappy fesults, 
and when it had begun to be generally acknowledged that piece 
rates, when properly fixed, ought not to be changed unless a 
material change was made af the saduf time in the processes of 
manufacture, a new, powerful, and very insidious element was 
introduced into the relations of capital^ and labour bjt the 
almost unive|^al dissemination^ among the working classes 
of the theories of Karl Marx, in a popularized form. 

Until that time their attitude of passive resistance had been 
directed by an instinctive feeling, for which they could not 
fully account, that a great wrong was being done to them. But 
here comes a learned man who has written a book as big at 
that of any professor, and who tells them in plain and un- 
deniable words, that Capital, with a big let&r, exploits 
^he poor working classes, or the proletariate, as they prefer to 
styl^theidselves, by robbing them of the surplus value of thdr 
^li^ur. Then why on earth should the labourers exert them- 
selves to produce this surplus value? If they do, some of 
^ir class are thereby thrown out of work. To increase the 
efficiency of labour ifl|, a crime against their class. The less 
wdik each man does, the fewer will be those of tAeir comrades 
who must be idle and penniless, owing to ttle utter lack of 
proper organization of the present system of private ownership 
• of cap^ 

The working classes have in full earnest believed that they 
have been exploiljpd and cheated just reward by the 

ledoctioa of piece payment rates, and they have always con* 
ridered the time wages which thej obtain^ as monstrously 
tnsiffikfpnt To fuch people ^the theory of Karl Marx of the 
surplus value must have^applUred as a piercing ray of light 
wUch dispeb all darkness ; and they beKeved that 
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they understood for the first time clearly the cause of the 
l^laring injustice of this worlds to find an explanation of which 
they had so long been groping i&infully about in the dark. 

Let us take in hand th^ woifierful lamp of ^addin. tn 
the twinkling of an ejje we have socialized aU means of , 
production,’* and we Slso easily surmount such a trifling 
difficulty as this, that concerns ^which*are worked by the State 
or municipalities are not generally as well managed as in 
private ownership. What ^ill be the effect upon wages of our 
peaceful revolution ? Unless the industrious and efficient 
labourers are to be mulcted for the benefit of the lazy and 
inefficient ones, wages mjist stilj be paid in proportion fo 
efficiency. But, it will\e objected, wages may be raised by 
distributing among labourers the pjdfit which the capitalists 
hfve^queezed out of them. Here it is that the mistake comes 
in. The profit on capital is 6nly apparently the property of 
the owner of the capital in this sense, that he may do with it 
what he pleases. First of all, a large share of the gross profit 
in the balance sheet is not really profit at all, because it must 
be spent upon maintenance of the plant. And secondly, of 
the real net pro^t the greater pivt must be set aside as fresh 
accumulation, unless the capitalistic production in its entirety 
is to come to a standst^l. True, the individual capitalist may 
consume the whole of his profit for his own enjoymeqj;. Bjit iU 
many, not to speak of the majority of them, did this, they would 
very soon find that their profits had disappeared altogether. • 
And if society stepped into their- place and appropriated all 
means of production,«it would be compelled to do the same atf 
the hated capitalists have always donef By far the greater 
part of what!eve|^ profit there was on the social undertakings 
would have to be used to maintain and increase the accumu- 
lated capital of the community. •Only an insignificast part 
of the profits would at best be available to be paid out as an 
additi<m to wages. 

No, we had much betidtrsreAored^he rusly old lamff to its 
place, and take things as they are, not as Marx and his dogmatic 
adherents might wish, thedi to be. The secret of wages is, 
that they are in the long run paid according to efficiemey, so 
that the payment for x kg. x nl. of*effective ^o|k ppformed 
has always and everywhere a tendency to equtlity, and that 
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profit is a part only of the saving of labour which is effects by 
u^ng the tools in which capital is invested. The consumers 
buy their commodities at a banstantly declining price. When 
things are really ordered in tms mapner, the only way in which 
^the labourers can permanentty better their lot is to yield a 
more efficient labour, provided that they receive proportion- 
ately higher wagejs. Anfi this^is where the growing deftiand 
for labour comes in to the great advantage of the working 
classes: the successive improvements of the metl^s of 
production necessitate a constantly growing rate of capitali- 
zation, and if the percentage of profit on the larger capital 
is^hot to dwindle to near tlys vanis^ng point, it is a conditio 
sine qua non for the employers to find labourers who are willing 
and able to do their work with a higher r^ite of efficiency. To 
obtain this they have only one means, viz. to pay propoftiop- 
ately higher wages. 

Since the days of Marx the rate of capitalization has risen 
steadily ; in recent years, and in some branches of industry, 
it has grown to be so enormous that it is simply a life and death 
matter for these industries to secure efficient labourers by a 
liberal payment. 

My theory of the relation between wages and pyotit bas the 
advantage which that of Marx had not,* that its truth may be 
I’emonstr^ted by facts take^ from life itself. 

Not even the most modem and highly capitalized industry 
can afford to pay permanently higher wages than correspond 
to the efficiency of their labourers ; and the theories of Karl 
Marx, which the Social Democrats of all countries try to realize, 
ha^e actually retarded the advance of the efficiency of labour 
to such an extent that it means a loss^ th^ working classes, 
of Europe alone, of a sum which is annually probably larger 
than the annual cost of th^ present gigantic war. I base this 
calculation upon the assumption that if efficiency of labour 
had been only moderately increased, each one of the hundred 
milli oni of wage-^mers our fofftinent would have been 
worth on an average, and would have obtained, £56 Ss. 
higher wages per annum than they are to-day receiving. 
Bei]i&iri>er that this addition to the earnings of the working 
classes w^oul^ fiot have been lu^companied by a proportionate 
increase of thc^st^of pipduction. 
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That they must go without it is therefore a cfead loss to society 
•as a whole, and especially to the working classes, who, to obtain 
this enormous increase of their igcome, need not work harder, 
or longer hours, but only morelthan at present with thek jieill 
andr intelligence. It would, inlshort, be the great prize of a 
moral victory over th|[r slovenliness, laziness, ^arfd negligence. 
Unfcrtunately, instead of trying to ,win this prize, they follow 
ideas of stupid hatred, inculcated into tBem by a man who 
wrote a big and tedious Bible of hate more than sixty years 
ago. •Truly, ideas like books have sometimes very strange 
fortunes ; whether they are bad or good does not make much 
difference. Anyhow, the working classes will have to suffer 
for many years to com^ from the virulent poison with wnich 
Das Kapital has filled their brains. 
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THE GREATEST OF ALL INDUSTRIAL PROBLEMS : 
THE MANAGEMENT OF LABOUR (condud^si) 

Thij^ happy management of labour, when one person is the 
employer who hires other mentor wonler to work for him at a 
wage, although involving great intellectual and technical 
difficulties, like all other relations betwedli man and mgn, 
mainly depends upon the moral attitude of the parties to each 
other. 

The influence of our actions, be they good or bad, lasts for 
ever, only, like the rings in the water where a stone has been 
thrown in, it becomes gradually weaker and at last cannot 
any longer be distinguished ; but it is there nevertheless. 
The law appears to prevail in* a mysterious mhnner in the 
moral world, that the wrongs committed by man* whether 
done thoughtlessly or of evil purpose, must in the end be 
atdSied c-for. «If retribution dOes not overtake the wrongdoer 
himself, posterity must somehow or other pay the penalty for 
thte deed. This is the deep truth to which the Greeks gave 
expression in their wonderful poetic manner in the myth of 
the goddess Nemesis who, though slow, alwa^^’s overtook crime. 
“ I, tb2 Lord thy God, am’a jealous God, vijjting the iniquity of 
the fathers upon the children unto the third Knd unto the 
fourth generation of them that hate me.” 

, That pdbple who have not themselves done the wrong shall 
thus be punished for the sins of their forefathers, does not at 
first sight ^appear either just or geasoi^ble. But remember 
that the living generation, while suffefing for the mistakes or 
sins of past generations, also enjoys the blessings of their good 
deeds, and has the advantage of whatever progress in evolution 
they wdh By theij labour. Huij^anity may be likened to a 
big old tree iwhith has its roots in the far-away past, and of 
•*300 



MANAGEMENT OF LABOUR. 8dl 

which the individifals, who form the living generation, are 
^only the leaves of the present summer. Moreover, the growth 
of the tree is regulated by the, supreme law of nature that 
cause and effect are the inseparable links of an eternal cl^in 
of happenings. *4 • ^ 

In all past ages the p^jority ol mankind, the working classes^ 
havg been doomM by their poverty to incessant toil for the 
few, the upper classes. Their reward wa? the scantiest, and 
they were always badly treated. They had no social or political 
rights*t the duty of obeyiag was their only inheritance. This 
lamentable ccmdition was, as I have repeatedly explained, the 
unavoidable consequence of the low productivity of huigan 
labour before the pow«rt of naiwire had been taken into the 
service of man, and before capital accumulations had become so 
largp as to require rf more efficient labour for their utilization. 

* Through about six thousands of years after the introduction 
of metals for tool-making, the ideas of man ha^i grown. The 
evolution of these ideas gradually paved the way for that 
fundamental change of the productive methods which occurred 
at last in the second half of the eighteenth century, through 
the remarkable English Industrial Revolution. In the period 
of about 150 Vears which ha%% since elapsed, invention has 
followed iifvention, and together they have given humanity 
command over nature to a most wonderful extent. * For the 
first time since the appearance df nsan upon the^ earth, tfc 
productive capacity of our race has been so much increased 
that a vista opens to our view of the possibility of reaching i 
stage of evolution under which* there will be a sufficiency, 
if not abundance, of*good things for everybody — for the working 
classes as well as fo^the upper class&, for whom sufficiency 
has hitherto b^n an exclusive privilege. 

This conquest of mind over matter, itself the fruit of ideas, 
has changed from top to bottofti not only the mdlhods of* 
production, but the mode of existence itself, and it has given 
rise to the most luxurious growth of new and fertjje ideas. 
These are so rich, so varied* so prolific, that it is like the tropical 
forest, where they say t^at vegetation is so powerful as to 
almost prevent man from penetrating. Nobody can s^y with 
certainty whither all these nei/]f ideas are uftiigately taking us. 
They Bite not at ati restricted to the material si§k oLexistence, 
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brt abound, abo & thd flddt of ethin and iBoiattty, as wdl as 
in that of abstract speculation and in arts. Novel and, 
gtriking forms of thought mett us in every direction* 

Irl all this conflicting divenlty one idea stands out boldly, 
and not to be foistaken, the i(|a of tibe right of all individuals 
to the free development of their pj’sonality. This is an 
entirely modem conception. In proportioif as it permeates 
all claves, and is consciously adapted by the whole of our race, 
it will tend to alter most profoundly man's views of existence 
and his attitude towards it. ' * 

This idea is most decidedly not compatible tirith the per- 
cei^ion of past ages, that the majority, the working classes, 
were placed in the world for'‘no oth&^purpose than to serve 
the minority. The Indpstrial Revolution sounded, if it had 
been properly understood, a peal of triumph at the abolition 
of the actual bondage to which the working classes had been 
subjected, because it initiated production on so vast a scale 
that ultimately it can find no sufficient outlet except in the 
consumption by the masses, neither can it reach its logical 
maturity unless they Can be induced to exert themselves 
properly for that purpose. 

But the signs of the times, ^the mene tekel that should have 
told the upper classes that a new epoch was being ushered in, 
were not at all understood at the beginning of the Industrial Re- 
fBlution, nor were they g:neVally understood by the employers 
of labour during the four subsequent generations. Tl^ lack 
of intuition was fatal, for the employers continued to treat 
their labourers in the spirit of past ages, as if they were made 
of a different and inferior stuff. Against* this treatment the 
labcrtners have at last, during the present generatisn, revolted. 
At the same time the conception was originatfcd by the most 
far-seeing of the employers, and is rapidly becoming genera] 
V in the cAirc class of employers, that they are, together witl 
their labourers, the servants of society, and not “ masters ' 
in the ojd sense of ^this word. •- ^ ^ 

If an employer in our tiiA'e wishes to be a really successful 
manager of lal^ur, he must start frqjn the knowledge that Tuj 
labourers are personalities, and that they demand to be treatec 
as such/ He n^ust not t^ tq interfere with their persona 
convictionr or^jrivate life any more than he would tolerati 
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interference on their part in his private ^airs.^ And modi 
• more is needed ; for he-mpst feel in his heart that this is a 
good thing in itself, and that iUmarks a very, very great step 
forward in human culture. $ut he must also steel hiyiself 
tolheet with many and dfthearjening disappointments. 

Discipline is bdisjjjbnsable when many people are to work 
together for a common purpose. »In some ways the task of 
enforcing discipline has becdme easier because employers and 
labourers meet as equals, and the authority of the former is 
restftcted to the place of^work and the hours of labour, while, 
on the othAr hand, it has also been made enormously more 
difficult. The labourers as a class are in many respect^ still 
like children, and thc^^eat change in their status is so recent, 
and has conic so suddenly, that tl^ey feel their new dignity 
^ with an intensity which frequently takes quite provoking forms 
of expression. Many tinaes the labourers, or, to be more 
strict, their representatives the trade unions, behave more 
like naughty children who have attained the somewhat trouble- 
some hobbledehoy age than like reasoning and grown-up people. 

If the employer is a wise man he does not take these out- 
breaks for more than they really are, a passing phase in the 
mental development of the working classes ; but the many 
absurdities to whidi he is far too often exposed by his labourers 
, may sorely try his temper. 

The main thing to strive for m to try to iflfuseiint^he 
labourers something akin to the spirit of the games of sports 
where every one of the team gladly submits to the orders* of 
the captain, and^each does his very best for the victory of his 
side. This is the right way, instead^of imitating the hard-and- 
fast dril^ of the byrack yard. Fines may be necess^y, but 
should be ffsed as sparingly as possible. To stimulate this 
spirit of competition among a large body of labourers it is^ 
necessary that they should be treated with strict^ustice, and 
that wages should be fixed, as far as the rules of Trade Unionism 
will permit, on sucl^ ^ system that t^ch labourg* feels that 
^when he exerts himself to incr?ase the efficiency of his labour, 
he receives immediatelj^a full reward in a proportionate advance 
of his wages. I heed not here repeat tlje argument^ by which 
I have demonstrated that* higjjer wages^t when proportional 
to higher effiftency, art of equal advantage to ^employer and 
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kbourer alike* The employer who foUo^ this pdicy rf 
fostering increased efficiency by rewarding it, must, however, o 
in order to be ultimately and got only temporarily succeMful, 
serus^usly retrain from using {ihis increase of efficiency as an 
opportunity to reduce piece repes. he does, the labouf^ 
will at once take ftight and clnse to e^ert themselves for a 
further improvement of their efficiency. WhSn the work kas 
reached a certain point of intensky, the employer must also 
voluntarily shorten the hours of labour if his aim is to obtain 
a still higher level of efficiency. ' • 

Enlightened self-interest, as well as a real con^m for the 
peop^ who work on his behalf, should prompt the employer 
to be constantly on the look-out for im]provements which may 
be made in the arrangement of the workplace and in the work 
itself, with a view to make the labour easier and more agreeable, ^ 
and the surroundings as cheerful as«the nature of the business 
will permit. * 

Incidentally, an intelligent working man of Christiania 
told me the other day that he was compelled to live on bread- 
and-butter for his dinner all the week, because he was a bachelor 
and there was no decent eating place near the works where he 
was engaged. I look upon it as a serious negligence when 
the employers fail to take steps to secure for their labour^s 
an ^portunity of feeding well. How would they themselves , 
likdri wsindex^ to have only b^ead-and-butter for their dinner 
all the week-days, and how can they expect to obtain really 
en^getic work from labourers who must be content with such 
a poor and in the long run unwholesome diet ? 1 remembiBr 
a friend of mine telling me of a visit to a German foundry where 
they produced heating radiators as a speciality. He wOS struck 
by the almost frightful intensity of the work, tb which the 
manage relied: "'Sie sind auch gut gefiittert’* — ^they are 
exceedingly well fed. I also rentember once reading a deserip- 
tkm of an English racing stable. The visitor made a remark 
upon the ^pensive fpading of the hprses. would give 
them gold if I thought it was good for them," was the reply^ 
ot the trainer. These two anecdotes gre given to illustrate 
my toemvtg. 

The Wcl^aftseinrichtungen, pr airangements for the welfare 
of the emidoyees,^grhich many of the^big German industrial 
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irmi have institilted, as well as the garden city of Messrs. 
Lever Brothers at Port Slight, and similar British institutions, 
are in many respects admiihble| But it has struck me, when 
visiting them, that there is something indefinable of condescen- 
sion about them, rathen reminding the visitor of the air*of a 
nursery-room for* good children! I am inclined fb believe th^t 
infj^tutions of this character, however good the intentions may 
be, do not always attain fi^ly the objeots of their founders, 
because of the suspicion among the labourers that they pay for 
it tl*mselves, after all, ai^d the feeling they may have of being 
“ regulated ^ when out of the mill as well as when at work. 

Give the labourers as high pay as possible, and let them do 
with the money as t^ay pleasf. This should be the leading 
principle in the management of labourers. But good housing 
good food are so essential, ndt*only to the well-being of 
• the labourers as private individuals, but also to their capacity 
of doing good work, that an employer who possesses the means 
to do it ought always to assist his labourers to obtain a good 
home at a reasonable rent ; and he ought likewise to make it 
his business to provide for them the opportunity of obtaining 
in a canteen at a moderate price a substantial hot dinner at 
midday. • • 

But Tfhy more details ? Good management of labour, in 
th5 meaning which I give this word, under moderif conditions, 
'depends upon the manager or teaser possessing, be^de^Uhe 
driving power of a strong personality, a happy blend of keen 
insight into all the details of the work, and an equally keen and 
real sympathy with his fellow Irorkers, the labourers. 

Many firms in^different parts of the world and in vafious 
bwches^ave already during the Ihst generation coi^ucted 
their business mor * or less on such lines as suggested above, 
and the result has been invariably that their labourers have 
earned higher wages than the average current Ate of tjje 
market, while their business has prospered. 

It would not be difl^cult Jo find man}; examples to show how 
much above the normat level Wages may be rais^ by these 
means even now, although the science of the management of 
labour is still only in ifs infancy. But I cannot refrain frbm 
adding some extracts from ait article in TV Americitn Magaxine 
of October on thei achievements of Cynel^Goethals, of 
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^ AtatttioftQ Ampy Engmemng Corps, osMiisf engiikeir ind 
leadsr .i^tlitf construction of the Panama Canal. Mr. Ooetfaab 
is now a General in the army. * * 

Shortly after his arrival on the canal zone, the workmen 
waifited him tp sign agreements wijth their trade uniona as 
predecessor had done, but/ie refused. The canal is not a 
private enterprise based on profit, he argued, fciit a government 
enterprise ba^ on ^service! We^re all here working together 
for a common cause, and we are all alike wage-earners. Men’s 
pay should not be settled on a basij of conflict, or upon<their 
ability to injure the work through organization|^but upon a 
basis of service, or their ability to push the work. It is as 
unjdst for a labour union to fo^ce more ;pian its share of wages 
as against unorganized men, as it is for a contractor to snatch 
undue profits. Having 'no secrets here, cand every record 
wide open, we can and must settle wages, not as a matter of^ 
conflict and trute, but upon the basis of what each workman 
deserves. 

“Come to my office any time you like,” he said to the 
workmen, “and we’ll talk things over, but we will sign no 
agreements.” 

Shortly afterwards an intojflcated engine-driver ran over 
the signals, collided with a train and k^led the Cbnductor. 
He was sentenced to «a year in the penitentiary. His uniCn, 
bf^lked by jail organized^ labour on the Isthmus, met an<f 
resolvea to demand his release. A committee called on 
Gcethals and delivered its ultimatum. Unless the engineer 
was released they would all resign that evening, and tie up 
the<entire canal — as they could easily do. * 

Goe|hals heard them quietly, said ve^ little, ^d shook 
hands with them when they departed. About «2ight o’clock 
in the evening the committee began to worry, and finally 
calling Gorthals on the telephone, asked what he was going 
to do. “ Why,” he said, “ I thought you had all resigned.” 

“ Tou don’t want the work all tiec^ up, do you ? ” they asked. 

“ I shall ndt be t3dng^t up ; you’ll be*£]^ng it up. You forget 
that it is not a private enterprise ; it is a government job.” 
“^Ifell, what are you going to do ? ’’•they said. “ Any man 
iMUt at wo^h to-morrow will be permanently dismissed. I have 
jiotlung fturther k>^Bay.” 
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Tlbe next monysig only one*man faUe^ to appenr-^nd 
tjliere has been no labour disturbance of any consequence on 
the Isthmus since. * • « 

But Goethals went further. 1!t is evident that if you are 
not to treat with the men oi) the old basis of conflict, ^ou 
mus); accept unreservedly the ifew basis of co-operation. In a 
true public worl^pienAnust be dealt with, not as mere tools of 
indhstry, but as citizens and co-wdrkers p a common under- 
taking. Therefore justice, not force, in dealing with them is 
essei^ial. 

Goethals announced t^t he would be at his office at 
seven o’clock every Sunday morning, and that anyone on the 
Isthmus, white or black, ^who thought that he had been unjtstly 
used, might come an^ see him^personally. He sat there for 
hours patiently to Jisten to* and sift .their complaints. By this 
land other means he obtained an extraordinary, almost an 
uncanny knowledge of evefy detail of the wprk. Is there a 
weak spot or a weak man anywhere? The Colonel is one 
of the first to know it. No man down there is personally 
acquainted with as many men as he. 

His great aim is justice, but justice, while it is kind, is never 
weak. A m|tn came into hi| office on a Sunday morning 
complainisig that he had been unjustly discharged. A card 
givh^ the record of*each man is kept at.his office, and taking 
out the record of this particular qian, Goethals turned to l|ip 
and said : * 

See here, Mr. Smith, this is your history, and it is not ^ 
good one. You have not^bean faithful to your job. You 
have been constantly in trouble. We can’t dig the canal wth 
men like you. You can see that for yourself. You come 
asking for^usjjce, ar^ I am going to give it you. I’m V>hig 
to confirm your discharge and send you home.” 

** It is a curious thing,” saysj;he writer of the article, “ the 
impression one gets on the canid of tense activity, almost of 
strained activity. The rush and urge of the work strikes every 
visitor.” A writer inHbe iPaUJ^all Bhigazine says ”that 
every who comes to the canal zone is tuned beyond any 
concert pitch.” • 

•• It is,” he continues, “ in hi^ work of arousing, dir^ptUg, and 
intensifying thi| irresistible «uid« irrepressibly spirit of en- 
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thusiasm that Giiethals has' shown transcendent qualities of 
leade^hip. ^ It is the greatest thing that has been done at 
Panama, and its doing has been Uo accident : it has been the^ 
result of the sound thinking, stem purpose, and the democratic 
ide&ls of the Iq^der.” ( , ^ 

The ideal* of irresistible aip irreprepible enthusiasm has, 
says the writer, actually been realized at PiTiiama. How^has 
he done it ? When Goetfeals fir^t went to Panama, the work 
was arranged on what may be called the horizontal system — 
that is, the canal was considered ^s a whole, and onoi com- 
missioner had charge of all the locks, another of tj^e excavation, 
and so on. But after a short trial of this method, Goethals 
reorganized the entire work o;i whatc^jay be called a perpen- 
dicular basis. He divided the canal into three divisions — 
Atlantic, Central, and Pacific — and placed each of them under 
a superintendent. ** 

Rivalry wa» instantaneously awakened between these 
divisions. 

“ They are putting in concrete at Gatun at so many yards 
a day,” he would tell the foreman, say at Pedro Miguel : “ you 
aren’t going to let Gatun beat you, are you ? ” 

A fierce rivalry grew up over amounts of exeavation done, 
cement used, ironwork put2in, and^the rpults wer(^ published 
from week to week^in the Canal Record, The struggle^has 
awe (0 inffct all classes of workmen. ^ 

Similarly Goethals stirred rivalry among the steam-shovel 
men as to which crew could dig the most dirt day by day, and 
week by week, and this coirtest# the results of which also 
apfpear in the Record, is one of real ii^temst upon the zone. 
The ^team-shovel scores are as eagerly scanned as tj»e baseball 
records I * c 

Having thus established records in many lines—excavating, 
cement-wiDrk, and so on-~Goethal8 and his subordinates 
Wicouraged the workmen to beat them. 

“ I hear No. 800 took out 14^000 cubic yards last week,” 
Goethals* tells a sBovel-mai^ ; “y8u^ ought to beat that.” 
” Colonel, we’re going to do it.” “ Good, there is a hundred 
thousand yards right here to take Ait. Gk> to it.” 

One*of the great things that Goethals has done is to develop 
a complete and minute system *of cpst keeping. In this way 
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he is able to compare the aggregate work of«the three great 
divisions, and he can judge, the efficiency of foremeif and even, 
fll some cases, of individual fnen^and crews. And he works 
all the men constantly against the cost records, of which there 
is contplete publicity. 

-I 

Tl^s is an exce^ona^y line exa'mple of the new spirit which 
is developing among us, whic^ is bound it extend over the 
whole of economic activity, and to grow more intense as years 
roll by% This new and greatly superior method of conducting 
business and yianaging labour, which is as yet only adopted 
by the most forward firms in comparatively few undertakings, 
must be imitated in thQ^qpurse oj time by all firms who wish 
to maintain themselves in th^ struggle of life. For the greater 
efficiency of an impioved method of administration leads to a 
^ry material and permanent^ reduction of cost of production, 
while at the same time securing to the labourers4arge earnings. 
The firms who fail to adopt it will therefore be hopelessly 
undersold by their competitors, and they will be unable in 
the long run to attract a sufficient number of labourers 
because they cannot afford to pay such high wages as the more 
modem firms, • • 

This mo^ment in yie direction of better business organiza- 
tion,^and a better management of laboui^ has hitheHo been 
dite more to the personal influence o^ a few highly^gifted afli* 
intuitive leaders, or as the more or less unconscious outcome 
of a common natural aptitude on the part of the managers,* 
than to a conscious and thor(|ugh-going investigation on scien- 
tific lines of the processes of production, and the many com- 
plicated problems which are involved •in the many different 
movements of 4he bo^ and its muscles which together con- 
stitute what is called la^ur. 

This ^eld of investigation, of v4iich it would be ir6possible ^ 
to overrate the importance, has been entirely neglected not 
only by the universities l^t a|^o in the tecjinological institutes. 
It has been left to the labourers* themselves to discover by 
chance the most suitable and inexpensive movements, and it 
has been a very rare»occuftence when an industrial leader has 
individually given this subject toy though!. If he did Study 
thiiy matter, and as a rep"i* wniilH his la^iirers an occa- 

24 . 
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sional hhit of hew they might do their i#ork in a better and 
easier mahner, they would most likely take it as an oiKenoe 
instead thanking him for^the hdvice. ^ 

^re than thirty years ago my theoretical studies of economic 
problems, and particularly cl: the# nature of labour and the 
. law of wages, gradually led m^to the conviction that productive 
labour, involving as it does me applicatioifof energy, ^ght 
to be studied acdording to wfll-known laws of mechanics. 
Man can only produce by using his muscular energy to move 
matter. As he has only a given sym of energy at his disposal, 
the efficiency of his labour depends upon the manner in which 
he disposes of it — ^that is to say, upon the movements of his 
body, members, and muscle, s. He w^y make unnecessary or 
quite unproductive movements, or he may make them larger 
and more expensive thah is needed. Af early as in 1892 I 
pointed out publicly that all tjie movements of a labouref, 
when engaged In productive work, ought to be made the subject 
of a methodic investigation with the object of discovering how 
the efficiency of labour might be increased. 

I did not know that at the very same time a man had begun 
to lay the foundations of a real science of labour upon the 
very same lines which I had* suggested, a mah who went to 
this task splendidly equipped by a happy combihation of a 
theoretidhl training •as an engineer, and intuitive insightfinto 
tfife very complicated prqblems which are involved. This mkn 
was Frederick Winslow Taylor, who has obtained world-wide 
fame as the originator of the Taylor system of Scientific Manage- 
ment of Labour. ” i 

^Mr. Taylor, after serving his apprenticeship as a mechanic, 
was, engaged as a comifion labourer at Midvale St^,el Co. He 
soon made himself useful, became a turner, and shortly after- 
wards under-foreman. At last he was made head foreman of 
the whole works. • 

Nearly all work in this firm had for years been done at 
piece-rate wages. was at t^iat tjme customary, and still 
is customary in niost engineering Vorks, the works were in 
reality managed by the labourers and not by the foremen. 
The la^urers had agreed in detail upon how fast each job 
shouKl done,^a]ld they had* fixed a certain speed for e^ 
machine in thi^ works ; tins speed mras about one-third of an 
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honest day’s work. * Each newcomer was at once informed by 
^e old labourers how muc;h of each kind of work hb might do, 
and if he did not obey thes% rulf s he might be sure of soon 
being driven away by his fellows. 

As soon as I had beenonadJ foreman,” Mr. Jaylor says in 
his little book, Scientific Managet(^ of Labour^ “ the labourers, 
oam$ to me and 3hid tlmt if I would Ije on their side ever 3 rthing 
would be well, but otherwise should not Ifc long there,” 

But he insisted on looking after the interest of the 
employers. 

** As soon a% I had become foreman of the works I determined 
to try to alter in some way the system of work entirely^ so 
that the interests of tht management and of the labourers 
might become identical in contrast with the hostility which 
had, previously existed. This led after about three years to 
Che introduction of the kind ^ management which is explained 
in two books which I submitted to the Ameitcan Society of 
Mechanical Engineers under the titles of A System of Piece 
Payment and Business Management 
“ Under the preparatiom of this system I acknowledged that 
the greatest hindrance to a harmonious co-operation between 
the labourers &nd the managenlbnt consisted in the ignorance 
on the paft of the management of what is really a proper 
day^ work for a labourer. I saw clearly "that although I was 
tfie foreman of the works, the conibiimd knowledge»and abilfljp 
of those who weite placed under me was certainly ten times 
larger than mine. I obtained, therefore, the permission of ond 
of the directors of the compaliy £o spend a sum of money on a 
thorough study od scientific lines of the time needed for 
executing irarious kinds. of work. * g 

“ Mr. Sellerl} the director, agreed to this more as a reward 
for my having increased the production than from any other 
reasoui^Ble explained that he did not believe theft such a, 
scientific study might give any real result. 

” One of the in vestig8|ionst which we then made had for its 
aim to discover some rule ol* law which might enable a foreman 
to Icnow beforehand how much heavy labour of whatever kind 
a suitable man mighfdo in a day ; that is to say, the thjng was 
to study the physically fatiguiij^ influence wh^ch heaty labour 
had upon a firs^lass lab<hirer. Our first ste]^was,to engage 
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a itudent whose ^ty it was to ascertain wlfet had beeti wiitCUn 
upon* this Subject in English^ Getman, and Frendi. Tw^ 
different experiments* were xpade» one by a physidogist who 
stiyiied the endurance of the human body, and the other by 
engineers wha tried to deterge the proportion of a horse- 
{X)wer to tiiat of a man. I^ese exj^mehts were partialiy 
made upon labourers w^io ufted wei^ts ify a winch jrith 
weights attached, dnd upon other labourers who walked, ran, 
or in various ways lifted weights. But the results of these 
investigations were of little value^and no law of impMance 
could be deduced from them. We next begafi a series of 
experiments on our own method. We selected two hrst-class 
and steady labourers. They receivi* double wages during 
the period of the experiments, and we told them that they 
must work the whole time as hard as the/possibly could, .and 
that we should take certain means of control from time to 
time to see thilt they did not slacken, and if they tried to 
cheat us they would instantly be dismissed. They worked as 
hard as they could during the whole time of the experiments. 

“ Stress must be laid upon this point that the purpose of 
these experiments was not to discover the maximum of work 
which a man could do in a sl]f>rt time, but to Ascertain what 
may really be considered as a proper day’s work for a first-^pss 
man; that is, the besf day’s work which a man may convenientljr 
tffTyear in, year out, withouf physical or psychical overstrain. 
These labourers were given all manner of tasks which were 
daily executed under close observation of the young student 
who had charge of the investigations, and who at the same 
time noted by the use of a time-observer wAch the time which 
was required for all the* muscular movegients of the labourer. 
Each movement which in our opinion might influfhce the result 
was studied and noted. What we hoped finally to be able to 
determine was, how great a phrt of a horse-power a aught 
yield — that is, how many metrekilogrammesof work a labourer 
might execute in a 

“ When we ended these fnvesugauons, each man’s labour 
was -^therefore calculated in metre||^ograinmes, and to oitt 
iOrprisc^we discovered that there was no cbnstant and r^fular 
pfop o rtioft between the sup o\ kilogrammetre which a m^ 
eoidd do in a and the fatigue of^the labourer. In oertiin 
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loadi of wcffk the man might be tired out, when he had peibape 
not yieided more than oigie-eighth of a horse-power, while in 
‘'bther cases he was not rndte tired after having done work 
corresponding to half a horse-power. We were therefore 
unsupcessful in finding a Ifw wj^ch clearly defined what isibhe 
maximum of work of a first-cla^ labourer. * , 

“JBut we hacftbtaiAed a ver^Waluable material, which told 
us as regards many kinds of ]abour what might be considered 
as a normal day’s work. At that time no more money was 
available for discovering the law we were seeking for. Some 
years afterwards, when lai^er means were at our disposal, a 
new and similar series of experiments were made. These also, 
like the previous ones, gave a nupber of valuable informatS>n8, 
but did not lead to the (Jiscovery of the law itself. Some 
yeais afterwards a ■third series of experiments were made, and 
*thi8 time no pains were spared to make the investigation 
complete. Even the most minute detail which might have 
influence upon the problem was noted and carefully studied, 
and two students spent about three months upon the experi- 
ments. After the observations had again been calculated into 
kilogrammetres, it was clear that there is no direct proportion 
between the horse-power whiclf a man yields and the fatiguing 
influence *of the wcjrk upon the labourer. I was, however, 
stifi convinced that a certain decisive law existed A to what 
Ih a full day’s work for a first-classdaljpurer,and ounobseiyatShft 
had been collected with so great accuracy and completeness 
that I was convinced that the necessary data were containdi 
in these statistics. The task of ’discovering the law from these 
fiscts was therefoft confided to Mr, Carl G. Barth, who wA a 
better mgfiiematician than the rest df us ; and we agrged to 
consider froirf% new ^int of view, viz. by graphically depicting 
each element of work through curves, which gave us as it were 
the nholg matter from a bird’s-e^ point of view. In g compar%> 
tively short time Mr. Barth discovered the law which regulates 
the fatiguing influence ^f h^vy manual^labour on a first-class 
man. This law is so very simpl^that it is peculiar that it had 
not been discovered and clearly fixed long ago. 

it The law is restricted^ that kind of work where the fatigue 
sets a limit to the power of production df the labofirei? It is 
the law of hei#y bodily lal%ur,*correspon^ rather to the 
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injUk ctf B homotd hesry ^rk than to that of a ^ndMMBie. 
All mai&i Mbour consists practically .tn lifting or pushhig vfilk 
the arm; that is to say, the hses his strength by Hfthigor 
piuhing the object which he noids by the hand. The tow ttiys 
that at everyt^ lifting or push^g the arm of thcwmso^ 

^produces, it'is possible for the man to be wdghted only during 
a certain percentage of the day of labour, ^'hus a first^olass 
man may be * under weight ’ ^ loading iron bars weighing 
40 kg. during 48 per cent, of the day of labour. He must be 
free completely of weight during 57 per cent. As the burden 
is made easier, the labourer may^be under weight longer, die 
mi^ labour a proportionately greater part of the day. So that 
if he loads half-bars of 20 kg. he maj;^ under weight 58 
cent, of the day, and rest only 42 per cent. According as the 
weight becomes easier, thb labourer may v^)rk a longer of 
the day, until finally a burden is j:;each^ which may be bomd 
all the day without fatigue. When this point has been reached 
this law has lost its value, and some other law must be dis- 
covered to judge of the capacity of labour of a man. 

*^When a labourer carries in his hands an iron bar 
weighing 40 kg., it tires him equally whether he stands still 
with the burden or he walkstwith it, as the Ihuscles of the 
ann aie equally strained whether he n^ves or nAt. But a 
labourer who stands still with a burden does no measuffele 
^I96rk,#whick explains th^ fact that in many kinds of hea^ 
work it is not possible to trace any constant proportion between 
(he sum of kdogrammetres and the fatiguing influence of the 
labour. It ought therefore td be idear that in all work of this 
idiid it is necessary that the arms of the lalA>urer are quite free 
fronitwcight (he must rAt) during frequently recurring periods 
of rest. During the whole time when the labourer carries a 
heavy burden the tissues of the muscles of the arm are weak- 
ening, arid frequent periods (xf rest are needed to let^thM^lood 
have an opportunity of restoring the tissues to their normal 
condition. 

^ One of the first kinds of labouif on whidh we eommenoed 
to ^>ply my ideas at the Bethlehem Steel Worics was thatof 
% yyHm j r^iiwn bars according to my system of giving each 
^labourer ^ fixed for the da^. 

^ At1heJBet||}^em Steel Works the produetion of iron bars 
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• 

!oa«kd on raS^ray trucks with loauttal |ftboiir by a 
About seventy-five men. They were jood or^kmry^ men 
^mder a good foreman who had himself 4pne this kind of wmrk, 
and they did their work as well al at other firms in the district 
A string was laid on to the^ truck, and each man lifted up ad>ar 
of 40 kg., carried it up the pMk and let it fafl on the truck. 

“^On an aver%e ea^ man ofitfie gang had previously loaded 
12|Ttons per day, but to our surprise Ve discovered, after having 
studied the matter, that a first-class carrier ought to load 
between 47 and 48 tons in a day. This quantity appeared to 
us so extrao^inarily large ^hat we were compelled to control 
our calculations several times. But when we were at last 
convinced that 47 ton^per day was the proper task of a %ian 
we understood what we, ^ leaders of labour, had to do in 
order to apply the new system to ‘this particular problem. 
* We had to arrange things so that the existing stocks of iron, 
80,000 tons, could be loaded* at the rate of 47 y>ns per man and 
day, instead of as previously 12 ^ tons. It was further our 
duty to see to it that this change was done without any strike 
or trouble with the men, and to arrange it so that they were 
more pleased and satisfied when loading 47 tons than when 
they loaded At the old speed an^ carried only 12^ tons. 

The first step wps to select the men. When one has to do 
wfth men on this system, it is a fixed nde to talk and arrange 
%rith each man separately, as eaph man has his special fiJl^s 
and character. . At last a Pennsylvanian was selected for 
the experiment.*' • 

He was asked if he woul^ like to earn Jl*85 instead of |1*15 
as he previously earned, and on his undertakmg to mak^the 
experimept, he was told to do exactly what a controller told 
him torn). 

The man, let us caU mm Smith, began work in the momiug, 
anj^l^ay he received orders^from the man wh(^ stood over 
him, timetaker-watch in hand : “ Take up a bar smd carry ik,” 
SH down now for rest,” “ Go,— rest,” etc. He worked when 
told, rested when told, lb®! a\ hal{-past fike o’clock mAhe evening 
'fae .loaded his 47J tons on the truck. During the three 
years Mr. Taylor semauted in the Bethlehem Works, this man 
steadily worked at this rate, 9 eaming a little over a day, 
'against |1*15 jffevifiusly, which alf ^lat time was the 
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usual rate of daily wages at* Bethlehem, fie obtained 60 per 
oent»^more th a n men who worked at^the old system. One a^ 
another of the other men was setect^ on the same prindplel 
and were trained to load bars*at the rate of 47 tons a day, until 
all •che iron wm loaded at thia rate^ and the men receiv^ 60 
per cent, hi^er pay than at tlj-e neighbouring works. 

As to the methodical selective n of the (men, it may be s^ted 
that ip the gang of 75 men who carried iron bars, oidy one man 
of eight possessed the physical constitution allowing him to 
work at this rate. Even with their best will the other#seven 
could not work with this speed (biA the seven mpn were given 
other work with the firm). The one man was not superior to 
his iellows, except in being a man of|fhe “ ox ” type, a type 
which is not rare, and which is ^ot generally highly paid. 
He was, on the contrary,* so little gifted that he was even 
unfit for most kinds of heavy work. The selection in this** 
case had to be d«ne on this rule to pick out among very common 
men just those who were specially fitted for this particular job. 

The system was also applied to the coal and ore heavers of 
the company. The results were : 

f, Old System New System 
Number of outdoor men ^ ^ 

rtduced from . . 400 to 600 to 140 ^ 

yons 9 n an average perday • 

and man . . . 16 • 59 

Average daily pay . . (1*15 $1*88 

Average cost for transport ^ 
and loading . . $0*072 $0*088 

t 

r 

And ih spite of the low cost of $0*088, tKere is included in the 
same the expenses of office and tool-room, and wages to 
inspectors^iforemen, clerks, timekeepers, etc. . 

• “ Without doubt people who are interested in the lot of the 
labourers will think it unjust thpt the labourer who works 
under the mew methdd of managemefil^ does not receive twice 
as high pay when he does twice as much work as before, while 
others who are more interested in fiigh dividends complain 
that the tnfn receive higher wages than before. 

It seems ve|^ unjust, fcfr initanoe, that the selected iron 
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carntr who has leamt to load three-and-a-half times as much 
^iron aft an unfit fellow <Jid before, only receives 60 pe];cent. 
Vddition to his wages. * • 

“ But it is not right to judge definitely before having con- 
sidei;^ all the factors. Af first sight it appear^ as if only Iwo 
parties were concerned, viz. thp labourers and th*e employers^ 
Th^ third party is o#erlookec^-tthe consumers who buy the 
proQUce of the two and wjjo finally pay both wages and 
profit. 

“ TJhe rights of thfe public are greater than that of both 
employers an^ labourers. And this third party ought to have 
his gain in every kind of profit. In reality a glance at the 
history of industry deijji<)nstrates that the nation as a n^hole 
obtains the greater part qf the advantages which industrial 
im^^rovements bring with them. Without doubt the greater 
•part of the gain which has resulted from introducing machinery 
instead of hand work has fallen to the lot of#the public — the 
consumers. 

“As to the iron carrier. He is, as previously remarked, 
not at all an exceptional man or.difficult to find, but only a 
fellow of the ‘ ox ’ type.” 

The work lie does, does not ijre him more than any normal 
day’s WO& tires a healthy man. (If he is over-taxed, the task 
hall been made too great, which is entirely against tile system.) 

• “ The circumstance that this tnegi could do so mucji 
in a day was not due to his own initiative or originality, but 
to the knowledge of the art of carrying iron bars, an art whi<di * 
has been developed and ifstilied in him by another man. 
It is not more thhn just that people of the same type esim 
about thg same wages when they work as hard as they can ; 
it would, for instance, be a great injustice if this labourer received 
8*6 times as high wages as other labourers of the same class 
obtAUiyor a proper and honest day’s work. • 

“ Andthe edvance of 60 per cent, which he obtains is not 
determined according to thej)ersonal ju^^ent of the foreman 
or the owner of the iSbsiness, but is the result df accurate 
experiments which have been made absolutely without any 
bias to determine which Acompense will be most advantageous 
for him when all circumstanoes have been consideied.* 

“It will th^tnfore be«seen*thA the iron carrier with his 



1 Nfriin from quoting nay or me omer ounmyies mum 
«r!Tbyior Im given to thoer^ ifiults of hb new eyitim of 
eeieiitlfio numagement of lalfHir which defends upon the 
IbSowuig principles : ^ 

(1) The men of Hie managen^t develop for eadi detail of 

work a system or science which replaces the old hap- 
hazard method of doing things.* 

(2) They select their labourers^after a ratioiyd study, and 

train, educate, and develop them, while hitherto the 

^ labourer himself ha^ chosen^his work and trained 
himself as best he might, g 

(8) They work in hearty co-operation With their laboufen, 
so that they may be su^ that all work is executed 
in accoidance with the rational principles which have 
been prescribed. 

(4) Work and responsibility arc divided almost cquaUy 
between the management and the labourers. The 
management undertakes all the work for which itihas 
better education than^the labourers, while previously 
all work and the greater part of the responsibility wre 
tfirown on the labourers. 

• ^t k this* combination , ofr the initiative of the labour^ 
with the undertaking by the management ofmew duties whkdi 
ftmkesthe new system much more efficacious than the old ow. 

“ The fourth of these principles# that work and responsibility 
sib divided equally between the managemertt and the labourer, 
'lequues some explanation. The competitive systeip demands 
rf ^ labourer full responsibility for^e wo* both in the 
total and in the details, and in many cases also for the sclectkm 
of the toMs. In addition hwmust do all the ph^ijgyjiHwf* 
The development of a srientifle method necessitates 
nxmfoer of rules, lawi|, and formujas must be determine^ w^ 
Aan vep^ the personal judgment W the labourer, and wl^ 
m be employed with advantage only when Aoy have bro 
^ sys t f i ff e riftftll y fixed and put iiAo order, 13ie P**^*?^ 
utilizlfci^ of sdentific experience requires room for bem, 
atatifti ffli ^ ^dedc tor the traiiied1)raii^wcikcrt whose duty 




sys^ ms <k)ae by tiie kktnm fMiht 
liiridt itf his experi!^^ must be doro under the new « 

^q^ilrai by the management in acoordbrnee with scmitifle laws. 
For fven if the labourer wpe capable of developmg and usillg w 
seieatific system, *it would be fhysically imposnble for turn to 
wo^ simultanftusly bt the mMhine and at the writing desk, 
ft » therefore natural that m most cases a special person 
must do the brain-work, and that quite other people should 
be employed to do the physical work.” 


The Taylor Scientific System of Management of Labour may 
not be applicable ete|ywhere and in all kinds of busdiess, 
and he himself strongly wqps against attempting to introduce 
it ^cept under the lead of experts Vho have been trained for 
* that purpose. He also gives an example as a warning of an 
industrial firm which wished to introduce the^ew system, but 
who were in a hurry and tried to carry it through in far too 
short a time. But the very fact that such a system has been 
developed, and that human labour has been made the subject 
of systematic investigations on scientific lines, is a very hopeful 
sign of our tftnes. It will leade^he public, and particularly the 
omployeil of labour^ to pay serious attention to a matter of the 
mo^ vital importance, namely, the reduction of the terrible 
baste of energy which goes on ov^rywhere, and, which i^os- 
eaiioned by the«very inefficient quality of most of the labour 
which is done in the world. • • ^ 

The publication of a sy|tenf like that of Mr. Taylor, even 
not adopted, will tend to focus men’s attention upon 
this gre^ subject, and employers of labour everywhere will 
begin to scrttinize nfore closely, to their own gain and^to the 
great advantage of the labourers whom they employ, in the 
^teUnyiknce, and, as Mr. Taylor points out, ultimately to 
tim gain of society as a whole. 

It is a lamentable fact ihpX. those peojjle who ought to have 
^haSed tbe introduction M a better management oT labour as 
a happy event and as a matter of special concern to themselves, 
^the working clasShs^ lo8k askance at all such innovatkNis. 

^ The aimotstiQiui whioh are ne^ed in an oihin|ry engidewing worin 
^bhereiAw new mft ig B inenihas been iatroduoed flUed^thooMda ef pagea 
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ISiqr bdteve tli#t sudi t q^item ii oo^ faifteiidiil: to foiee 
tbea^to dofinore work, and even if (t is at fifst atteniM with 
an advance of their wages» they^ear that it may uitunateiy 
be used against themselves leading to a cutting of tiie piece 


ratbs. ^ . 

The working classes therefoM defiberately prevent as much 
as they can the introductioiy<|f better cnethofb of production 
and the better m«iagement of labour, by intensifying their 
passive resistance. Slacking, “ca’canny,” or sabotage, as it 
is called on the Continent, has never Ifefore prevailed io the 
same extent and in such odious forms as it does t^day in every 
industrial country of the world. 

I\ie working classes believe, and a^. told by the Socialists, 
that if each man produces as muc^ as he is able to, this will 
lead to an over-productfion, and that it will eventually, they 
believe, throw a certain number of people out of employ-® 
ment. 

This belief is an unconscious reminiscence from the time at 


the beginning of the machinery era, when domestic industries 
were superseded by factory production. In the period of 
transition, saving of labour by new and better methods of 
production very frequently r^rulted in the throwing of many 
of the old hand-workers out of employment. But under 
present conditions the successive improvements of the metHbds 
hai^ suqh lamentable, consequences ; for experience hgs 
abundantly demonstrated that the price seductions which 
these improvements make possible, rapidly lead to so great an 
increase of the demand that •an ^improved industry regularly 
employs a much larger number of workpeople than before the 
improvements were made. ^ 

And as to the labourers’ fear of havihg the piece rates cut 
against themselves, if they increase their efficiency, this is 
also happtiy for the greater# part based upon expeggpgpS^f 
(he past wUch do not any longer apply to conditions of to-day. 
In previous generations employees did, as I have already on 
several obcasions pointed out, make the great blunder of 
reducing piece rates when they saw a chance to do so. But 
in our days this will not any longer^ppen, at least not upon 
any omiiiderable scale. For the rate of capitalization, which 
is already high, ^ rapidly grbwidj^;. Although the employers as 
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ft dM bftve perha|M not becon^ more considerate for the ' 
^ weUte^ot their labourers tjian employers in past ages, they^ve 
become more intelligent. They are themfore able to compre- * 
bend that labour of a fairly high grade is a necessary condition 
of mfking a reasonable profit on the large capital whiclf is 
invested, in their business. Tcj obtain labour of \his quality^ 
is f(|f each em^yer the ali-imjK^rtant question, for which he 
is therefore willing to pay sufficiently high svages. 

In this connexion it may be pointed out that it is the most 
advanoed firms, those ^ho have reached the greatest technical 
development, ^hat take the loadership in the direction of pajdng 
high wages, because they are most in need of obtaining efficient 
lai^ur ; and they force ^e other firms to follow suit. Bulf the 
technical development of thg industries of a country is to a great 
extent limited by tlfe average level of efficiency of the working 
Vlasses. Many an industry might, for instance, be introduced 
with advantage into Norway, which has not b^n taken up for 
the reason that those who should be the leaders are not certain 
of securing in that country labourers of sufficient skill and 
practice in the particular kind of work which is required. 

No, the working classes do themselves the greatest harm 
by diirking their work, and b^t^not striving to increase their 
efficiency much a.s possible. 

ft the reader will take the trouble to look at the dfescription 
df the evolution of the methods c£ steering vesselSiOn page bfiQ; 

1 will make a somewhat fanciful calculation to give some idea 
of how great is the loss which the present highly reprehensible * 
attitude of the working clas|es involves for society as a whole, 
and for themselves* in particular. • 

There gre, let us say, in all 500 millions of people in the 
world who dbtain tHfeir livelihood as wage-earners. Cet us 
assume that each represents one-fifth of a horse-power, or in 
"lyyil T ql Uions of horse-power At work each day# If these 
yield, let us say, on an average only 10 per cent, of efficiency, 
while the best West of Eu^pp® American labourers yield, 
say 50 per cent, of efficieifcy, theidifference is 40 milfion horse- 
power, Compared with the vast steam or water horse-power 
of the world this ddes nof perhaps appear as an appalling loss. 
But if we fancy that all kinds of productive worlaBafl been 
carried to 8uch\ degree of tkhmcal perfectipn as the steam 
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OMaing g«ur of t moiieni Bteamer, so thii afl hunyn iaboiiv 
had 'hm ooQverted from b^ing mamly phyiical to beinf jdasosl ^ 
* exdtisivdy a nemus mtertion like^e woric of the sailor at tM 
hdm of a steamer whkh is i^ked with steam steering gear^ 
aa^this is tile ^ndency of the t^hnipland eoonomie evolution 
7 -what a (hfrerenoe it would nue to have &t disposal human 
labour which represented^ aif Rdditional ener^ of kilog^gun- 
metres equivalent to 40 million^ of horse-power I And tiiis 
difference, with the augmented production which it stands for, 
would directly or indirectly benefit the Svorking classesitnost, 
partly in the form of higher wagst, partly as Iwer prices of 
the commodities for the consumers, of whom they form the 
ove#Jrhelming majority. 

The working classes of the industri/ilized countries have during 
the last thirty to forty "years had all thinfgs moving in their 
favour. The demand for labour has been constantly and rajudly ^ 
increasing, and wages as a consequence have steadily increased* 
But under the baneful influence of Socialism, which has played 
upon their ignorance and bad instincts, the working classes 
have used their opportunities foolishly ; instead of securing 
permanently higher wages by improving the efficiency of their 
^labour, they have made the k^ competition forth®’** services 
an excuse for shirking their duties. «, 

The emjiloyers of ts-day suffer for the faults and sins of &e 
emffibyt^rs iiv previous gepemtions, for their omissions and 
oommissions, also, for instance, for the negligence of previous 
^ generations to provide better school education for the working 
classes. But if the labourers* bej/ieve that they will escape 
puifishment for the stupid immorality of d6ing their work in 
a slovenly, negligent^ and inefficient way on purpose, they 
are grtatly mistaken. * 

Hie Socialists and the other self-appointed leaders of the 
labourers nri^t to some extenbplead their ignorance 
tm of the sins they commit against their fellows, whom they 
mistead against socie^ and the employers. They are, however, 
mneh too dtrogant to dream olpleadii^gf W making any excuses ; 
but il does not much matter what they may do in tl^ reqpeet 
Bsr it is only the effects of wrong fcts vv^ch are diways in 
course bf lime rectified by what the Greeks called Nemesis, 
Ml the iatentioq/ of those who Vomihitted the acts ; and as 
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^ • 

<3ie fttonement whi^ posterity must make js generally oom- 
, to the gravity of the sins which have been^commjtted, 

R may be predicted with oertainty that it is a very severe 
punishment which awaits comin| generations of labourers for 
the qiany atrocious wrone-doinss of the present one. 
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ECONOMIC CONDITIONS AFTER THE WAR 

The moral attitude of the working classes towards their own 
labour would no doubt in course of time have changed as a 
consiquence of a steady increase of th^r demands, particularly 
for that most expensive class ‘of commodities which are some- 
what vaguely classified “ comforts,” #For these greater 
demands they could not satisfy unless their earnings increased 
proportionately,,, and the only means of permanently securing 
higher wages would be to increase the efficiency of their labour. 

This process would have been at best a slow one, and greatly 
checked by the false theories which the Socialists preach to 
the working classes, as well as by the long-continued and almost 
universal habit of the industrig^ labourers to cheat their tm- 
ployers by doing as little work in returij for their ‘wages as 
they dare: For the ..sake of the continued progress of eSur 
raewat however, essential tjiat a radical change should occur 
in the conception of their duties which is prevalent among 
itfie majority of the working classes. Unless they are willing 
to do an honest day’s work for their wages, it is quite impossible 
that the production of commodities can be* increased to the 
extent which is a necessary condition for satisfying ttieir own 
demands as well as the technical knowledge and ability of oui 
times would otherwise make possible. When we frankly admit 
that the a^ of existence shqpld be the greatest good 
greatest number, and we translate this phrase^; inarms of 
money, we may say, that to keep up a family and live in comfort, 
a first-class industriaF labourer^ oughtdd earn as wages upwards 
of £220 per annum, while even in the Western countries of 
Europe an average good workman aV pre^nt, or rather before 
the wa», eqpld not co^nt upon easing more than half that sum, 
perhaps not so nfuch. Let ‘us Assume that for the whole of 
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Europe the avera|e annual wdge of industrial labourers 
amounts to as much as £75. I believe that profit on capital 
*aiceragA about 50 per cent, pf the wages ; if so, the aggregate 
ei^ngs per naan for wages afid profit would amount to 
£112 lOtf., which would consequently be the very top wages 
of the labourers, o« the sifpposition that Socialfsm were to be 
fully realized, all means o* production ” were taken over' 
by tie community, provided Ahatnhe \^hole of the profit 
could be distributed among the labourers as an addition to 
their ^ges. But, as ( have previously shown, the profit could 
not be used in this way, but ^ust be for the greater part used 
to maintain ^nd increase existing capital accumulations. 
With the examples of Mr. Taylor before us, who can doubt that 
if all intentional slacking’^ere abolished, and scientific manage- 
ment of labour inVoducedt the avesage industrial labourer 
wouTd at once be worth and receive at least £56 per year 
higher wages than now, whfie at the same time the cost of 
production and the sejling prices of the commodities would 
be materially reduced ? 

The great increase of material wealth which would be the 
immediate result of only a very moderate increase of the 
average efficiency of labour, and which would at once place 
the working classes on an entirelj^ different plane of economy 
with a much higher standard of life, wopld be accompanied 
by a more than proportionate mo^al and intellectual uplifting 
of their class, an^ a purifying of society as a whole ; for it 
would mean nothing less than the abolition of ecojjiomic^ 
class distinctions altogether. 

This is no utopiaa dream, but it is my deliberate convictiop, 
after spending more than thirty yeai^ upon a conscientious 
study of tfie ptDblem o&labour and wages, *ihat it is well within 
the power of the working classes to increase their earnings 
bjjj^least 50 to 100 per cent., without any overstrain of their 
strength, pfovjjied they are in earnest about it, and receive 
the assistance of a better system of management. 

Up to the present monfeat ftie gjeat imptovement which has 
taken place in the condition of the working classes, has come 
to them almost gratuitously and without any great efforts on 
their own part, mainly as a result of the epergetic w^rk which 
the middle classet have done far realizing th# promises of the 
25 ^ 
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iodustrial revolution of I5D yean ago. The middle classes 
have not only provided most of the capi&I and mana^ the 
busihess oi the world^; but they^Ve shown themselves to 
possessed of sufficient imaginative power to carry forward 
mere and more rapidly the intellectual conquest of mind over 
matter. They have until now Iliad almost a monopoly in 
creating new ideas, on which^the moral ^ nd int^ectual progress 
civilization depends itow sk always. * 

It could not be otherwise, ft)r they have had a very long 
start of the working classes, by better e^.ucation, better jjeneral 
intellectual training, and better economic conditions. But 
when the working classes look with envious hitred upon the 
middle classes for the great advantages which these enjoy, 
they ought to consider that by th^ end of the Middle Ages 
there existed practically no miidle cla^s in Europe. The 
position which they possess to-day they have won for them^ 
selves in the course of 300 to 400 'years without any privileges, 
by their thrift, enterprise, and industrious habits. Further- 
more, the middle classes have not been a close caste like the 
feudal nobility, but have been constantly recruited from the 
agricultural population and from the working classes. It is 
they who have liberated Europe from the yoke of feudalism, 
and who have been the bearers of the civilization with its 
spiritual! and econoipic progress during tlie Modern Era. • 
/instead of envying them^ the working classes ought to Jbe 
stimulated by their example, and raise their own status in a 
pimilay manner, by use of the same means, viz. self-education 
and sustained and energetic efforts. What is more, no nation 
OX class of men has ever during Vhe histosy of the world seen 
their condition materi^Jly and permanently improved, except 
as the reward of their own exertionsi The isorkihg clcisses 
will ultimately find that they are not exempt from this law, 
but that Jhey must work out^their own salvation for themse | v f s. 
just as the middle classes have been obliged to ^o. ^ 

The moral, intellectual, and economic uplifting of the working 
classes isia matter 6t parampunt*in)f)€rtance, not only to them- 
selves, but to humanity as a whole, and anything which may 
hasten this evolution is therefore of4he deepest interest to us all. 

Th^re is very goo;^ reason to hope and l^lieve that the great 
and terrible wal, which will in a f«w weeks have reached its 
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third year,' may b^g with it th£ inestimable and unforeseen 
ble88in| of ultimately causing a revolutionary chpge in the 
mpral attitude of the workj^g classes. ^ If this should really 
happei^, the gain would be so enoAnous that it would more than 
balance the losses of life and property of the war, appalling 
as these have been and stfll cnre. * ’ 

During the fllany y^ars of poiy;ical unrest which tormentedf 
the world before 1914, pers(Ais‘ \^ho ir^imately knew the 
economic conditions of Europfe steadily refused to believe that 
any sj^tesman would* take the responsibility of breaking the 
peace. The inevitable consequence of a general European 
war must be,* they thought, a complete stoppage of industries 
and commerce, and this would mean actual starvation fojf the 
many millions of peoj^e whose only means of subsistence 
were the weekly wag^s w!iich they •received for their work 
•in the factories and shops — universal starvation and death 
from hunger for hundreds oV thousands of peojple, this was the 
gruesome spectre which the terrible word War called up 
in the minds of close observers of the artificial existence in 
highly industrialized countries, ^t was artificial in this sense, 
that the great industrial population did not produce its own 
food, but depended entirely ujjon commerce and exchange of 
products •with people in other countries and other continents. 
W Lancashire or the Rhine Province, for instance, these 
enormous ant-hills of busy huigan millions, ong saWphAdly 
any other than imported food. When all their thousands of 
mills were closed, because there was no market for theif goo(is,^ 
how should the workers and their families be fed ? 

The Emperor William and his advisers nevertheless took 
this awful responsibility, and to his eternal disgrace he declared 
war agamst4iumanity. • 

What were the immediate economic consequences ? were 
Jbupger and death from starvqJ;ion at once spraad in the 
huodreds'^f thousands of homes of the working classes ? Nb, 
after a few days of the mosj intense suspense which the living 
generation has experidhaed, and the mSst complete collapse 
of the entire commercial, financial, and industrial machinery 
of the world, the ^ndefful elasticity .of human nature very 
soon manifested itself, and, things began to ng)te* again, 

' It must be remembered that tfiis book was writtw in the year 1917. 



io » new wari4 and bk •*««» pine wate; but they 
moved. , ^ ^ 

What is the expIamdioD of thom^itake wluch had ^ bain 
made ill the forecasts t how%aii it be that to^y, afte^ neariy 
thftee years of war, the appaieotly paradoxical fact us 
that there is still, not only in neuml countries, but in Jdl the 
belligerent countries as wellp ^ econopiic boflb of the jnost 
extraordinary dimensions^ witij a plentiful supply of money, 
and employment at enormous wages for all the people who are 
not actually in the fighting lines ? e 
The explanation is the veiy simple one : that the war itself 
has become the most gigantic economic undertaking which 
theSiistory of the world has ever had to record ; and while it 
lasts it has replaced all dcher inaustrial and commercial 
activity. This possibility had not been properly taken into 
account when making up the forecasts. But neither wai/ 
human imaginative power strong "enough to gauge in advance 
the extent of the economic sacrifices to which Europe would 
submit in order that one half of it might ruin the other half, 
nor was it possible to believe that the financial strength would 
be great enough to carry on the war so long, even if the will 
was there. ^ 

A mistake had thus been made in calculating the tiihe within 
which the'* suicidal war of Europe, of all against all, would end 
in tile kankrvptcy of our qonlinent ; but those who find thenf- 
selves still in a vortex of speculations, and who^believe, perhaps, 

. tkat an*error has been made in calculating the final consequences 
of the terrible expenses and the d^evastations of the war, will 
on^ day have a rough awakening. The IVar as a gigantic 
business undertaking^ has delayed the economic cojlapse of 
Europe, but the longer it lasts the mofe terrible will be the 
catastrophe when at last it occurs. 

The MMgerent States havi^ laid embargo upon ^he entiift» 
national power of production, which is pressed ta the brealdng 
point to manufacture cannons, guns, ammunition, and the 
thousands bf other costly things which a modem army requires, 
besides food for the soldiers and the home population. And 
as they have not been able to pr(Kuce«dnough themselves, 
they hlivetbeen compelled to seek the co-operation of the 
neutral countries to obtain enough of tiie means of destruction. 
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Althoi^h we live if an age of newspapers, wejmow practically 
notfaiiii^with certainty of what has really been going on in our 
continent during the last three years. No one outside of the 
great a(tny statfs can tell how ^ny soldiers have Actually 
been piobilized, but their number cannot be much short *of 
fifty million men. * Neither do we know the fibres of those ^ 
who Ijave been^illed of wounded, tnor of the prisoners. There 
is good reason to fear that th^ ntmber o£ killed alone may 
reach something like six or seven millions. 

The f otal expenses t)f the war — apart from private losses, 
disorganizatio]|i of business, an^ the devastation of the occupied 
countries — were calculated by a Danish society, which had 
been formed for investi^ting the economic consequence# of 
the war, to reach for the twq firstf years a total sum of at least 
10,8'JO million pourftis sterling, and H^y the end of the third 
^ear they will probably not fall short of 16,000 to 18,000 
million pounds. There is no man alive who imagination 
enough to grasp the significance of such figures ; they are 
akin to the figures of the astronomers which are unintelligible 
to ordinary mortals. t 

To find a comparison I have tried to calculate what was the 
natidnal incoifte of Europe befi^e the war. The population 
was about* 450 millio«is, say 90 million statistical families of 
five members. I have supposed that ther&were in all'as many 
as*100 million wage-earners, and that fhey earned oa an a# eilge 
£56 5s. per annum, or about 4s. M, a day. This may 
perhaps be a high average, when the low level of wages nn ths 4 
east and south of the Contiryent,* and of female labourers, are 
taken into account? On this supposition we reach an annual 
income frqpi wages of £5,625,000,000. To Jhis I add 50 per cent, 
for profit ort^capital, %nd thus I reach a total inconffe of 
£8,427,000,000. 

j'he national income has been stated to be in millions of 
pounds: • 

Great Britain and Irejand . • 

France . . • . 

Italy 400 

Germany ^ . . .• • 2,000^^ 

Austria and Hungary t . • • s 

• • • Total 6,685 




WBsSil nulHons, and if theatjpragf iiiocm oftiiedttoMmhiis 
were p^portionate]y the aame» we should reach a totaiifor the 
Cofitinent of, about 12,500 millipn pounds; but % five 
, countries are among the most economically wivanced, and 
one arrives probably as neaf the truth as it is^^ible i%8uch 
an estimate when flwsuming tk^ total national income of our 
continent to have been before the war about 10,000 million 


pounds sterling. On this supposition Ifhe war will hare cost 
our continent in the first three years a total of approximately 
50 per cent, more than the peace income of a year of the entire 
po]^lation before it broke out. ^ 

Europe rushes with a speJd faster than the fastest express 
train towards an econofrfic and financial fuin that will epgulf 
the fruits of the wealth and cultyre-creating labour which hal 
gone on at a (instantly increasing speed since the beginning 
of the industrial epoch. • 

The financial means for carrying on the war have been 
obtained for the greater part with the help of loans which have 
been piled one upon the other, until they have become a veritable 
tower of Babel, threatening reach up into thelski^. ^ 

I have tried to explain to myself howet has been^physically 
possible *to raise suth gigantic loans, and I have come to the 
fouov^g conclusion. , 

As the industrialization of the world has progressed, indirect 
fnethdds of production have been introduced which a(ttain by 
constantly longer detours thte o^pject of reducing the cost of 
pfoduction of the commodities for the donsumers. Let me 
give one or two examples of what I mean. The soi^of Europe 
could not any longer produce sufficielit quantflies of cereals 
for the growing population, and the prices were high. Splendid 
wheat lahd of enormous extent existed on tljp Ameriiaii 
prairies ; but it was almost worthless because there were no 
means of transporting the wheat which might be grown there 
to Europe. Far-seeing raihvay nfhnagers began constructing 
raOways from the prairies to the seaports, and in the beginning 
of the eighties that inflow of Amefican ciheat began which so 
mucli 6ightene<J farmers in Europe. Another example. The 
automobile industry caused stfeh a ^pid increase in the con* 
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that the natunl tiro^sai foiesta eeuM 
aibi the demand, pd prices rose encmoujly ; at once 
was created for starting rubber plantations in the . 
tiopi% the augmented suppl^f from which had bifore the 


outlp:eak of the war driven prices down below the nownal. 
In a similar mariner the* production of raw \n&terials or of 
ind|j)uitrial prAucts i% immediate]^ augmented when the suppfy 
is found insufficient. How is thil ^ossibl^ ? 

A long time was needed tor fonstructing the first railway 


fromathe prairies to a;he sea-board ; and it takes years before 


the trees in a new rubber plantation may be tapped. In these 
and all similar cases a number of men must work in the 


planning and the exertion, whether it is factories, rai^ays, 
the cultivation of the prairietf, planting of rubber trees, or 
whatever else is* needed. Only in rare instances does the 
^ capital which is invested in such undertakings give any yielc^ 
before* they are completed*; but all the en^neers, clerks, and 
labourers who are employed must in the meantime be paid, so 
that they may buy their means of subsistence. 

It is clear that such prolonged undertakings, however useful 
they might be, could not be started or completed unless that 
pirt of huAan activity which^as for its object the production 
of food*or other ar^cles of daily consumption were large enough ^ 
to leave a surplus for maintaining also those people who are 
* employed in such undertakings as were mentioned abo^%. 

The revenut of the capital which is already invested in 
gmng concerns is so large that the owners can aacumufa^e 
each year a part of it, which, together with the savings of 
officials and labourers, forms the amount of fresh capita] that 
may ^ich year be invested in new# and prolonged productive 
undertakrilgs for Ihe future increase of production. The 
' accumulation of new capital has grown during a long time with 
constantly accelerating speed. ^ A part of the capital investee^ 
in new Undertakings is used to pay wages to engineers*and 
labourers who are^irectly^ employed in the construction of the 
new undertakings ; ifti^the greater part is used to pay for the 
material objects, such as iron, bricks, woodwork, machinery, 
etc., in which tly caj^al is invested. With the growth of 
capital accjpnulations, and^the increaje of the ^pfoint which 
was annuaU])^ invested, thetouifiber of miifcs, of iron and met^ 
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works, of woodwork industries, of engineering works, and 
similar establishments has also grown. Their main occupation 
, is to^ supply product^ which arn practically solely used m 
objects if capital investments. And the number of lajj&urers 
who are constantly employed, from the beginning of the^year 
to its end, ih i^uch establishments hSas totalled many millions. 

Coal mines, iron works, yid many ^ther iSlge industrial 
concerns would soon have^tJ* dose down and discharge their 
labourers if they were restri<ijted *to selling their output to the 
general public for direct personal consumption, and if# they 
could not sell almost the entire produetion to those persons 
who have accumulated fresh capital which they are willing 
to iniFest in new productive undertakijjgs. 

To a very great extent Eifrope^owes its rapid industrial 
evolution during the last generation to t‘he circumstance tljat 
5ur continent has been able to grant the other continents 
mormons loans {or the development of their great natural 
resources. These loans have been conclivled as money trans- 
itions ; but it is goods, and only to a small extent ready money, 
vhich the oversea countries h/^ve wanted ; and as the cultiva- 
ion of the land and the production of raw materials has been 
he most profitable field of ac^vity in these coufitries, thltir 
ndustries have as yet not been very muclj developed! The^ 
lave therefore imported from Europe, not solely objects for 
lapiWl {rivestgient, such as tiron, agricultural implements,* 
itc., but also a great part of their requirements of commodities 
i^r jdirect personal consumption. It is impossible to say how 
many industrial products of this last-mentioned character 
Europe has exported, but in this kind of industry several 
millions of European labourers have also in all prol^ability 
been regularly employed. 

I know no method by which it might 
jeven approximately, the amount of fresh accumulations of 
caprtal of the world ; but it is certain that theif amount is 
enormous. In extensions of the railways of the world alone 
more than lie 50 , 000 , 0 dlf have lately kefen annually invested, 
which is obviously but a very small part of the total amount 
which has been needed, for cultivatfog nj# land, building 
houses, starting factories, etc. i^nd until the beginning of 
the unfortunate war? by far th^ greutcr part of the new capital 
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investments of the florid was supplied by our little continent. 
It mu^ be obvious that such great amounts of capital could 
ne^ be withdrawn from thf daily cirqplation, and invested 
peradh^^ntly in new j)roductiv# undertakings, unlels there 
existed a correspondingly large fund of floating capital which 
could act as a regulator. This fund must be cdn^tantly filled 
by nping raw^ateritjs, which Me converted by agriculture 
and industry into manufaettfreJ ^r fii^shed commodities, 
which, when ready for use, eitherigo into consumption or ^ 
invested in new productive undertakings. 

What is this great reservoir of floating eapital that we are 
looking for ? and is it possibl^ to a certain extent to determine 
how large it is ? ^ # 

The time which is needed fot production is different for 
different goods. When, for instanci,* the cereal crops of the 
Vear have been harvested, certain persons, the farmers or others, 
are the owners of the corn.** The entire quary:ity is regularly 
consumed in the follawing twelve months until a new crop 
can be harvested. In this case the working capital is equal 
to the value of the consumption, of one year. But several 
years must elapse from the birth of a calf until a full-grown 
cow«an give fhilk. The workinij^capital for rearing cattle must 
therefore *be compa^j^tively larger than for growing cereals. 
From the moment that logs are cut to the^time when •they may 
bfe used in a cellulose mill abouUtwo years must,pass^ 9n\y 
during the third year are they converted into cellulose ; and a 
still longer time must pass before all the cellulose is couvertql 
‘ into paper. In this case a capital is required which corresponds 
to three times th(? sales in one year of the finished prodi^ct. 

If we jssume that all kinds of commodities on an average 
require a capital of an^mount equal to twice the value fif the 
quantity of the finished article that is consumed in one year, 
come to the result that the qpnual productive activity of 
Europe in^ln^^ of peace required a floating or working capit&l 
of between 16,000 and 20,0^0 million pounds sterling. This 
capital consisted only toaan in«onside/able extenl^ of ready 
money, not more than sufficient for the daily retail transactions ; 
the rest consisted oTjraw Materials, and, goods in all stages of 
manufacture, from the half-manufactured up to ^the» finest 
products ready for consumption.* All tne^ things were in 
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As a result of the hi^y devd^p^ aetidty of the mar^ 
and tiie^stock exchanges, thisWnense quantity raw q^i(%rials 
anil goods was constantly the object of trade.* Thosj who 
wanted to Wy could always find Sellers, dt vice versa. And 
if a producer or a dealer sold goods, andHid not wj(h*to 
buy new goods or uaw ma\<4iah at the same time, he deposited 
Uie money which he recei^l in payment in a bank. This 
by loans transferred to the borrower the right which follows 
money, of buying in the niarkef commodities of any sort in 
the quantity which at the moment representt'd fhc equivalent 
of tile money. By the intervention the banks the exchange 
and currency of the goods have ^bc'cn nowadays many times 
increased in comparisoir with what they Were before banjeing 
yn modern principles had been introduced. • 

By the orgar\ization which is called the money marTcet, but 
which is in reality the credit market, this reservoir of floating 
capital is regulated, under ordinary circumstances, as finely 
as a turbine or a steam epgine which is fitted up with the 
most perfect regulator. As soon as speculation in new invest- 
ments became too rapid, maj^ing the investments larger than 
that the new accumulations of capital cQuld replace*the efflux 
from thd" reservoir, • the rate of interest rose, and convets^ 
thcFv^lue of money declined when speculation was dormarft, 
and the level in the reservoir rose. Although the available 
floating capital of the world was therefore exceedingly large, 
experience has in recent years repeatedly shown that excesses of 
investment which have been mere trifles comparison with 
the expenses of the^war, have been sufficient to piake the 
banking organization react. It is sufiK;ient in IfUs connexion 
to recall the most recent financial crises before the war, in the 
United Stetes, Germany, oi^ France. 

' It is no doubt this great reservoir of Europo of floating or 
working capital, which under formal conditions carries on 
and mak^ possible *lhe daily pro(feijtion of commodities, of 
which the belligerent States have availed themselves to obtain 
the financial means for carrying orf the Y^r. 

Be it lejnembered ^hat this working capital, because consist- 
ing mainly of ibw materials fuid half-manufactured goods, 
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ms irilit nmy b%tenned convertible. Of^an ii^t of gted 
it It cgOftlly possible to piake a ploughshare or a,caimon*b(dL 
may be made into nplitary cloth or cloth for the civil, 
rpc^l^tion, and so fq^h. At tie beginning of the Var there 
exis^ therefore in Euro|)e, or could be obtained from ether 
wntinents, enonitous quantities of material o*bjects of every 
Eii^ which^ight bp used in the manufacture of everything 
whidi the armies needed ; and tlo$e worhs in particular whic^ 
had been mainly occupied in [applying objects for 
investment, especially the great iron works, could be applied 
almost without any chan^ to the exclusive production of 
materials of war. 


The only thing thaUwas needed was for the States tofte6ure 
the power of using ^tnef^ stefcks together with a sufficient 
number of laboui^rs, and this power they obtained by means 
of their war loans. ^ 

The banks with their highly developed organization were 
employed as intermediaries. The first step which the different 
States took was to put the regulator of the international 
money market, gold, out of function, all of them except England 
forbidding export of gold. And even as regards this countrj 
tHe stojks Sf gold are entirely^nder the control of the Govern 
jnent. At the same time the printing press was requisitioned 
^ to print an enormous amount of bank-notes ; ffir the same 
purpose banking credits wer« ^tended far beyor^ Rorma 
limits. By these and many similar arrangements the bellig- 
erent States created an apparent abundance of money, wjii^l 
veiled for their citizens Jhe "fact that the stocks of matena 
objects, which sBould serve as the basis of their future prod*ictiv( 
activity, were reduced with alarming speed. The consequences 
were higif prices fbr commodities ; and owing to ithis, th( 
labourers demanded and obtained higher wages. At the sam( 
time tb| exchange value of \tie currencies of all belligerenj 
States fell at an alarming rate. * 

Apart from the h^h prices for commodities which were i 
result of the depreciaiRin of the currency, and •were to thai 
extent nominal, an industrial boom began in the belligereni 
countries which *ested\ipon a very solid material foundation 
It is a Well-known fact th^t there is^prosperity^df trade anc 
industry, wllh a godd deffiand for com%iodities and labour 
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rising prices, and fdgh wages, in those periods when there is a 
greater capi}»l investment than in pormal times. It^s the 
. energy which is accumulated in cf^pital that is liberated, 
in such limes more intense vfcrk must l>e done than ip^ore 
quieft periods when speculation is dormant. But even qnder 
the wildest speculative excitement ^it is only a very modest 
sum of capital that is invest^ when it isrcompar^ with 
has taken place during the V| r. • Europe has opened the dams 
of^’ts reservoir of capital, has rushed out with the 

elemental force of the spring flood in •our rivers whrn it 
thunders with deafening roar over the waterfall^. So much 
was to be done, such quantities of raw materials were used, 
so ihiA^h labour was needed, that one sii^le year of war is equal 
in activity to w'hat happens during mp,ny years of capital invest- 
ment in time of peace. 

If this insane waste ui uie ueeuniuiaica capirai or our 
continent contini^s long enough, tte reservoir will finally be 
altogether emptied. That is to say, albstocks of foodstuffs, 
of raw materials, and of half-manufactured and fully-manu- 
factured goods will be very nearly exhausted. While the man 
who, in peace times, invests capital in a new undertaking, 
as a rule obtains in exchange fo^is capital a new ihatepal afid 
f revenue-giving asset, which he may use a» collateral security 
when he refjuires credk:, the activity of war creates no assel^ * 
Its odjeo^ is t<? fire away as, niuny projectiles as possible, and*^ 
the only trace which they leave is a great hofc in the earth. 
Ijpon su«h a hole one cannot borrow anything. 

W^hen the war is ended, the Inatfrial foundation of credit, 
this mighty instniment in the service of prodifction, will there- 
fore have disappeared ; ^fo» the stocks of raw materialsr which 
existed rvill have been very nearly consumed. Iff place of 
these stocks their previous owners will have bank-notes which 
wll not be ^vorth their face# value, or Govemmerjf bonds. 
Eveh on the supposition that all the States art willing to 
fulfil their obligations, ^nd try to pay interest, the enormous 
amount of thfe indebtedness wifi compi5 the price of the bonds 
to sink. As foundation for credit, these obligations with a 
mortgage upon the production of the *iuture will not be very 
serviceable,*' , 

With ifer capital resources cmptiai, Europe will, when peace 
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has at last been restored, find htrself in a diihAilt situation, 
similar to that of the settlers on the American prairies, who 
were aftnost without any Resources. It is possible •to get along 
wi'th^a minimum of resouites, hMt if a person who is thus 
situated shall dream of succeeding, he must work terribly h^rd, 
and fleny himself .almost everything which is jiot absolutely 
necessary fo^^xistence. • 

AR improvement of trade, oj pllrhaps a boom, will probably 
be experienced when peace has teen concluded ; but it w^ 
hardly last for a long time, wherels it is highly probable mat 
it win take the greater part of a generation before the mis- 
fortunes anch losses have b 0 |n repaired, and the activity of 
Europe can again begin at full speed. It took fifteen vears 
before Europe recovere(f after t^e Napoleonic wars, and these 
were mere child’s-play in® comparison with this war. But, 
•sonSe reply, the technical skill of the world has been so highly 
developed that the losses may be repaired much quicker than 
in other times. This is true; but those ^ho speak thus 
forget that an industrialized and highly developed country 
is a much more complicated and sensitive organism than the 
Europe with which Napoleon played havoc. If our modern 
indirect methods of production require so long a time, they 
cannot utilized unless ther^is capital enough to finance 
entire process *from the very beginning untU finished 
commodities can be sold. When Europe has been mad enough to 
destroy that capital, which had been ticcumulated I5y the savings 
, of many years, there is no escape. To replace it, new^capital 
t must * be accumulated after thp same old-fashioned methdH^ 
through savings ; ^nd untiKhe loss has been made quite good, 
production cannot reach a greater volume than the existing 
capital t\rilWt each iime permit. \t ^s highly regrettable, 
but it is so. ^ 

^ The wages fund of Stuart Mill and the other classical writers 
has its balls of real fact in the Vorking capital which must 
exist in a developed country to permit indirect production, 
instead of satisfying tlle^cdhsuipption ^ef to-day ^olely with 
commodities that are also produced in the same day. But 
this capital roust* be larg% enough not only to pay wages to 
the labourers, but •also to sustain all others, inclqdipg the 
capitalists, whe^take part in |Jie indirect^ praductioi!, from the 
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beginning of the process until the finished goods are absorbed 
by consumptioir. It is physically impossible to carry An 
indirect production during a long period, unless theiC exists 
in society accumulated capital i£ sufficient quantity t^dlUd 
the goods while they remain as raw nfaterials ojr in the half; 
manufactured^ state. Remember, Ahe manufacture of 'paper 
from cellulose consists of a series of separate an«^uite distinct 
productive operations. Tl^ forest o\^her is the capitalist 
•;^o advances the ’Srages of fthe dimber cutters ; he must have 
h3 outlay refunded by thefjellulose mill, otherwise his capital 
will be locked up and he will be unatle to cut timlfer the 
following year. The owners of^he cellulose mill must h&v^ 
i\iffigient capital to advance both the outlay of the forest 
>wner, the holding of the lo^s for a ^ear, and the wages and 
)ther expenses of their ^ business^ They, in turn must be 
•efunded by the paper-maker, and so on. Part of the neces&aryc^ 
capital is the property of the producers of the different series 
)f processes ; biit a part they regularly borrow from the banks, 
JO whom money is lent by other persons who either do not 
ise their capital themselves, or who may temporarily have 
[pare capital which they lend at interest instead of leaving it 
|uite idle. 

The essential thing to haVe constantly in mind, however, 
s, that somebody must be the owners of sufficiently laif^e 
kccicmulated funds tkat all tJ|iose who are engaged in indirect 
>roduclion can be supplied, during the who|e time in which 
it is continued, with the necessary means of subsistence. For 
iMther the logs nor the cellulqse nor the paper can bC eaten, • 
)r in any other way be used by thlnr producers as a substitute 
br\he commodities which they must have each day of the year 
JO live. 

Huikanity has only by slow and gradual steps been able to 
iccumulate sufficient capital, of which part is employed as^ 
Ixed, part as floating capftal, for materializing^the many 
indirect and prolonged methods of production to which modem 
rnan is so largely inddzted for^obtdinipf the commodities which 
ire needed for his daily consumption in such large quantities 
md at such low prices as ruled befoie the waf . ^ 

ThCigi^ter part o^ the working capital of Europe, as well 
IS a good deal ofithdt of the rc^t of the world, being wasted, 
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the generation which has to workAfter the concli&ion of peace 
experience perlonally something similanto the primitive 
conditftns under which man of past ages had to *conduc|; his 
pidl^jction and satisfy his lAnited consifaiption. • 

^ The most pressing task to which mankind must set itself to 
worl^with all its plight, as soon as the tempoj^asy boom^ias 
subsided, be to replenish, by exercising the greatest 
jcoifcmy, as fast as jJossible, the*|r§servoir of working capital. 
[Jntil this has' been accomplishel, there Vill hardly be an^ 
capital to spare for investment in |ew productive undertaki^^^, 
)r iof granting European loans for the development of the 
resources of -ether continent^ But when the regular stream 
)f fresh accumulations for investment as fixed capital in new 
indertakings ceases to tun, the many great establishmefts of 
irarious kinds, iroi^ works,* etc., which have done a flourishing 
:rarie mainly in products for capitaf investment, must either 
jease working altogether, os-can only be run on a much reduced * 
scale. * 

With the unavoidable and great contraction of production, 
there will be a correspondingly large reduction in the earnings 
of all classes. The consuming \)ower will sink to a small 
frcjption of artificial height to which it has risen during the 
war, and fall much below the l8vel which had been established 
before the war, Tbis weakening of consumption ,will in its 
turn react upon production and reduce it stiU more. ^ 
While the economic conditions will thus be st^adily^deterio- 
rating, in all probability during a long period of years, financial 
condirions will, if possible, be still worse. For the matefiai 
foundation of credit will have disappeared because the States 
have borrowed from their citizens nearly all their material 
properly. JJnder modern conditions purely personal credit 
plays a subordinate role. In the majority of cases befrrowers 
obtain financial help against security, real property, shares, 
bonds, etn The States have gifen the previous owners bopds 
in exchange tor their property, and have piled up an enormous 
new debt upon the pie^ioflsly large pablic debt.^ They will 
be placed in this dilemma : either they must compound with 
their creditors, ‘and thi^^ reduce to a fraction the terrible 
burden which they have contracted, or, if they wijh^to fulfil 
their obligations, they piust ^laoe an alniost#unbeafable burden 
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of taxtdion^upon thdr dtkeos. Whichever way out of this 
dilemma they ooftiy choose, it will tend to^cripple the financed 
strength of their countri^ and greatly retard oonvaAscence. 

Not (Ally will the price of the Sfate bonds be depressed/bat 
in sympathy with them, and as a consequence of ti^e great deiirth 
of real capital, whether consisting of money or markfetable 
\K)mmodities, the price of all securities, of housgg^ of factories, 
etc. etc., will sink to a Je^el ^which nbbody before th# war 
^ imagined to be possible. lUnder such circu&istances those 
wnb are fortunate enough t/j possess money or easily realizable 
assets, will be slow to part with it to purchase goods or pAjperty 
of an uncertain and declining v^.lue. The result) will be that* 
to obtain credit will be extremely difficult. 

In one word, Europe will ^have b^n plunged by the war 
from comparative opuleppe into g/eat 

At the beginning of this period of reduced activity and genbral^ 
’ retrenchment, one must be prepared for great social upheavals. 
At first the wofking classes will no doubt try to maintain 
wages on the high level to which they have now been accustomed. 
If the employers demand reductions, the trade unions will 
try to respond with strikes and all the other means which have 
been so efficacious during a pericxl of constantly gron^g 
prosperity. When this does f5ot help there will probably be 
serious disturbances of public order. But even if the labourers 
killed, jiterally or figuratively speaking, the employers, they 
would be helpless in regard *to tHe fact that the working capital 
has' beeip reduced to a mere fraction of what it was. Capita? 
ftiay therefore dictate its conditions, as it is an indispensable 
condition in that work of reparatibn which^smust be done to 
make good the losses. 

It is impossible to say how long or hov^ short wilU»e the time 
that will pass before the working classes, having knocked 
their heads, against an impenetrable wall, at last come to 
realize the situation. But 1;his understanding neust come 
sooner or later. And then it is that the labourers will learn 
to do them labour ^h a Ipgh *dfg]«3e of efficiency. For 
conditions as to employment will be the same as they were 
at the beginning of the^ industrial era^ At that time the new 
and imprewed methods of production which were introduced, 
^etually nua of'emnlovm^t miuiv of the neonle who 
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had previously been engaged in domestic industri^, and tbok 
labourers who were successful enough to sedire employment 
in the (lulls were under cbnstant fear of losing it.* This feai 
compiled them to do all thiy cmld to satisfy the edployen 
as & th^ sum,of labour which they had 'to do. After the lyai 
similal conditions >will pievul. Instead of thset constani 
inerease of tl# demand for labour^which has characterized th 
last ^neration. and which h^ leimitted the labourers t< 
shirk their dunes to a most^ shj jmeful extent, this dem^ 
will during a long tune be contra^ing. When this happros 
those ’who have been lucky enough to find employment wil 
Tight as for their very life to^keep their situation. For the; 
will know that there are m^my miserable people staij^nj 
outside the factory gatesIVho wilj be only too glad if they ari 
allowed to replace thefh. , , 

% There will be a very prolonged period of great scarcity o 
employment, with very low Wages, and a high rate of efficiency 
And things will not be^less hard or exacting fdr the employer 
of industrial labour. The competition among producers ti 
obtain a share of the greatly reduced sales in a market whicl 
will be compelled by poverty to restrict its purchases, will b 
terrjjbly keem Employers will be forced to study econom; 
of produStion as th^ have ne^ dreamed of doing before 
Nd haphazard methods will any longer do^; scientific* manage 
nfent of labour on the lines of tjie Taylor system, or ^iiaila 
plans will have ty be introduc^ by *all firms who wish to hav 
a ghost of a chance of maintaining themselves in this fierc 
• struggle for existence. The combined effects of the individua 
efforts of the labourers to ifiiprove their efficiency, and of th 
universal introduction of better management of business an< 
labour, ^lldiie a widel|r diffused and vefy great improvemen 
of the rate of efficiency. Wages being at the same time belo\ 
^he ordinary unit rate, the cost of production will be gxceedingl; 
low, and dftljpugh the products *must be sold very cheapl; 
to find buyers, the rate of profit on capital will therefore b 
higher than the previou#ayerage^ 

Through a long and bitter school the working classes wil 
learn to give their labour m high rate oj efficiency, and at th 
same time to be economical. During the past thirty year 
the scale of livihg has hecovie Among ill Hasses of society 
26% 
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mentis, intensified by the burden Af an excessive tAcation, 
the standard of life wiU be rfviseA by employers not less4hdn 
by^heir employees. If there is a good'profit on«the business, 
it will not be •squandered on showy luxuries ; but the gfeater 
Jiart will be saved to form a highly welcome edition to the 
scarce capital, and it will M u^d to the best wssible pul^se 
l!Hr making the business uipertsiking more efficient. 

^irift and energetic w<r:k will be the characteristics of 
Europe after the war in all classes, with tne determined pifrpose 
of repairing in the shortest possible time the* devastations* 
whiqji the war has caused. When by degrees capital has begun 
slowly to accumulate again, aqd when Consumption can likewise 
begin to increase little by little, rf'tay^of ^hope will one day 
break through the dark clouds, and the rate of wages cafi at^ 
last begin to improve. 

The only hop* of saving the situation in a comparatively 
short period lies in the possibility that the labourers may 
learn tolerably soon to avoid^ or to reduce the enormous waste 
which has hitherto been occasioned by their inefficient labour. 
This has been a continuous loss to themselves** in the §rst 


instance, and indirectly to Ae entire spciety — a dl^d loss, 
for nobody has benefited by it. If the 100 millions of wa^ 
earrilr^ of Europe raise theii; efficiency only to the extent of 
making a day’s work worfh one shilling mqre than to-day, 
it inakfs 80,000 million shillings in a year, and adding 50 per 
\jent. of profit, we reach a yim of 45,000 million sHiHings, 
or J,250 million pounds sterling. * This additional income of 
our continent would be sufficient to wipe out the war loans of 
the belligerent States Hn the course of qnly six oraigftt years. 

To ^in this great prize not a single one of these many 
wage-eamej> need overstrain himself. The only thing that 
ismeeded is to do the labour more intelligent!)^ and in a 
more conscientious manner. Humanity has an inexhaustible 
reserve of energy to*llraw i^oon b)^ fticreasing the efficiency 
of its productive labour. The potentialities of this reserve are 
many times larger thay the amount •f the avccumulated capital 
which kaa been wasted in the war. ^ 

That the working * classes* wf 1 be* compelled to increase 
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gready their efficiency during the period of^lire trials wffich 
Mraitsiffchem and all of ns, may be predicted mth a ipucb 
^e%ter degree of certainty t^an i^eneraHy possible with regarc 
tOjpicntp of the futura. Whether they®will also acquire in th 
same^time Amething of {he spirit for accumylaJ^ing wealtl 
w^ch is the main*secret of the success of the middle classei 
duru^ the ifit centuries, is a nlore doubtful question. 0n< 
might almost tempted to e|fl{}re|s a hope that their and qu 
common trials may last long enougL to rub the saving tendjlf^ 
into yiem. ^ 

^ If the eargings of the working classes ultimately advance 
considerably above their old^vel, the labourers will do well 
to increase their standai^ of life much above their presen^one. 
But 50 to 100 per cen4. higher \fages will also leave a margin 
for .savings; and as a labourer at* the age of 25 years can 
generally earn almost as mqgh as when he is 50 years old, he 
has, under ordinary circumstances, at least 25 years in which 
he may constantly add to his savings beyond the growth which 
will be due to interest. If all the 100 millions of wage-earners 
of Europe are placed in a position to lay by, say, Kr.lOO ^ each 
year from the time when they are 25 years old until they reach 
50 J'ears, anS the money is insisted at 5 per cent, interest, if 
will have grown to Ibout Kr.5,400 » when they ar^ 50 years 
ojd. If they all did the same, the working classes wguld, 
twenty-five years from to-da}^ fie the possessor^ of a Capital 
that aggregated 840,000 million kroner, or, say, 30,000 millton 
pounds. * • 

Remember, I am not saying that this or anything like it is 
going to happen ; but to the extent of their acquiring %he 
propensity saving something out of Higher wages, the working 

classes will cease to be a proletariate, and instead thfy wiU 
take their place among the capitalists. It will be a socializing 
^f the “ mgans of production ” ^ a different manner from 
that which Iftirl Marx advocated, and a very much better 
manner; for private n^^nagfement and individuals enterprise 
will be continued, and without *these there never has been 
and never will be^gny huipan progress. 

^ About £5 12«. 
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CHAOTEB XVIII 
CONj?.LUSIONS 

No doubt the first ideas which were materialized were iitili- ^ 
tarian. As man is so constituV?d that he cannot live upon 
thin^ as he finds them in natin^e, necessity compelled him to 
use his imaginative power to • discover pieans of production ; 
and the first being who rblighly chipped a rfcone to materialize 
k the vague idea of a tool that floated in his mind became, in so ^ 
doing, the first man. But the oldest antiquities which have 
came down to us show that the power of conceiving artistic, 
moral, and abstract ideas was also from the very beginning 
included in the wonderful gifcs with which nature has so richly 
endowed the human race. 

Speculative excursions into %rtistic and moral problgps hkve 
always h^d the strongest fascination fol the human min^. 
They have frequentlj^ enticed man into wildernesses of errors 
and nfisconcbptions. Thit has been the high price he has 
had to pay for his prerogative of following Vhe fancy of his 
^aginative brain in search of the unknown. 

These speculative efforts, wliat^ver may have been their 
practical results, whether they have givfii man a clearer 
insight into the natuie df the things which surround or 
have lAnded him in fatal illusions, have^nevertheless all tended 
to train his mind, and have strengthened his imaginative 
pQwer. Gradually they have added new ideas ^ a higher* 
order to the simpler utilitarian ideas that had previously been 
conceived, and whichi^vere materialize^ in tools. The number 
of the ideas which are the cbmmoif wealth of humanity thus 
constantly grows as a result both ^f productive activity and 
of artistic and abstract speculations. WI ile man is mortal, 
the ideas Vrhich lie has originated aqd communicated to his 
fellow men live /or ever, and exercise an eternal influence by 
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motilding and determining the mental eVbiution of all tltosi 
who subsequently receive and absorb thenn* 

EaAi generation which has lived u^on the eaHh sinoe th( 
fiMt appearance of man his thms inherited a larger fund thai 
the preceding' one ot utilitarian ideas, materialized in 
and'productive methods,* or artistic and morsd ideas realizec 
fh musical %^nes, pictures, or words. The inherited ideas whiel 
irresistibly shape our modejof life, unlike the unchangeabli 
organisms of^iature, are c(Jnstantly varying in form. EacI 
new generation, whil^ it is being .|cted upon by the ideas^hicl 
it Has inherited, also reacts upon them, and leaves them b 
the followiAg generation d^^erently refracted, more or les 
altered, and with new addifons. 

Thus, during his wlfcle presence on the earth, man nas b; 
his imaginative power fthceasingly^ created new images an( 
conceptions which have had no previous existence and m 
parallel in the outer world,* but which have become realities b; 
his innate power of materializing them, 5r of giving then 
form in words, the Symbols of his thoughts. From the ver 
beginning of our race humanitjj has been constantly at wor] 
building that grand edifice of ideas which in their endles 
vnriety and innumerable combinations constitute the evei 
growiif^ sum of Igiowledge ilhich is called civilization. 

* The very magnitude of the number, ^nd the gre»t diversit; 
of the ideas, which at an adv^iced stage of evolutiqp fre th 
passing possesfjion of each living generation, make it a difficul 
task to learn to know, receive, and assimilatfi ttem.^ T 
receive and assimilate conceptions which are developed beyoAi 
the range of materialized utilitarian ideas requires ^f th 
recipient a mental training which ^is not attainable for thos 
who 3o flot possess^ certain minimum of material comforts 
Such comforts are indispensable to give the leisure which is 
necessary condition of developing the higher faculties of th 
brain. To J^e able to think in ^e abstract, the mind must b( 
at least to some extent, fjee from cares as to where the nes 
meal is to come froift.« 

The low productivity of human labour has in all past agt 
kept the majon^ of mtftikind in suclj great poverty that the 
had no time or opportunity for studying more ^complicate 
ideas, or to train tHbir biidn^ for abstAct reasoning, or 1 



ttieif ilUi^iuitive pDiw in the dpeetion d cfei^ting 
new ideas* UtilMarian ideas which have &en matoialized in 
new and better tools or improved methods of produddoif speak 
even to I9ie uneducated mindaand*they exert a great dviliypg 
power wherever they odme, by stimulating the iateili|en(^of 
those who make use of them. Bat the higher ideas ^hich 
possess to the greatest degree the propelling powei^f evolutioA, 
and which are therefore the myst valuai)le part of the ^eat 
and growing inheritance of ideas that is handed down to us 
froihyour ancestors, have lyen up to our time like a ^losed 
book to the majority of the human race. Civilization ifi its 
richest, warmest, and most refined forms has beeli a privilege 
of the favoured few who also possessed material comforts as 
an e^lusive privilege. 

The unavoidable result pf this eftblusiVeiiess has been that 
civilization up to now has always been more or less artificial. 

It never gained the width, comprehensiveness, and solid 
foundation in thd realities of life which jt would have had if 
it had embraced all people, rich and poor alike. That is also 
the real explanation of the fact that so many of the religious 
and philosophic systems of the past have landed their authors 
in a labyrinth of the most curious misunderstandings asid 
horrible hallucinations. BecaUfe of their ignorance th^ masses 
were unable to bring their common sense, the saving qualitj^ 
of thi’ jinajority, to bear uppn these obscure speculations.* 
And worst of^all, because hivili^tion was a privilege of the 
few,‘thc;laKer have invariably been tempted by their egoism 
tf* develop two codes of morals :« an agreeable and easy one for 
themselves and their class, a hard* and exacting one for the 
manj. 

Among the ancients the conception of^^iberty in ti^ modem 
meaning, as the right of the individual to develop his personality 
without the^bitraiy interference of other people, was quite 
unknown. Apart from the fSct that slavery was^tlfe basis of 
bU' andent civilizations, they absolutely subordinated the 
individual tq their conception gf the qndiipotence of the State. 
The rich might to some extent emancipate themselves ^m 
the worst consequence^ of the laws«that wbre based on this 
oonceptian^but for the poor there was no escape ; and whether 
or slavA they tnelir no rdU ^ersonhl lib^y, which to^ss 
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moctems ftppisan a| the fint and Essential oonoiuon oi a tildy 
nioral ^^ffgamzation of human intercourse. * 

The*barbarians who overturned the Roman %mpir6» had ^ 
bp^ght with them a herce^piril of personal freedom ; but in * 
the Middle ^ges the feudal aristocracy which succeedei^ in 
usurj^ing nearly all the powers which in the*aftcient world 
l)llq|iged t^ the St|ite, finally crushed all liberties of the 
individual. For when it attained to its zenith no man in 
Europe was considered a frdhman who did not belong to the 
feud^ caste. All \^o were ou|pide of it, the comm^bers, 
werl not their own masters, but bondsmen in the eyes of the 
law. Their* lot was a truly miserable one, because for cen- 
turies their lords were not in possession of any civilizaticj^, but 
were as ignorant as^ S rule themselves. Knowledge and 
learning were to«be founfl almost* exclusively in the clergy, 
who developed that scholastic system of speculative philosophy 
which Vas as far removed*from the realities of life as possible,* 
and which to us moderns seems as dead as firy bones. 

This system must nevertheless have possessed the quality 
of giving to its students a vejy good mental training, for 
otherwise the nations of Europe would not have been so weUL 
piepar^ fOr that remarkable progress of civilization which 
began m the fifteenth and sixteenth centuries. ^ 

It must, however, be remembered that time the • 

civilization of the upper cla|pef was reinvigorajed bj^!#more 
intimate contact with realities. ^ serious study of nature was 
resumed for the first time since the best Greek pferiod ; *and 
science was called upon to assist as never before in finding new 
and better metlR)ds of production. The utilization of these 
qew c(jscoveries for the development of commerce and ifidus- 
tries becdihe the special task of the middle classes, who were 
at that time slowly emerging from the inarticulate anS colour- 
less mass of the common people. The middle»classes, who^ 
soon beg&dx) accumulate wealm and to acquire importance, 
developed at the same time^ civilization of their own, diffeAnt 
from that of the arisfowacy a§ well is from the learning of 
the clergy ; anjJ this made them feel keenly the injustice of 
the pohtical and jocial inferiority to yhich they were doomed^ 
by the feudal organization. 

The intelligence of Ihe mftldlle classes, ^ch was sharpencd^i 
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th^ fight foi^these rights, which hated far centuries, led is 
th some countries not yet ended, they ^ve stigpted a 
movement which is^destiirri ta have ultimatelv the most far- 
reaching consequences. They Have never, lilm the nobility, 
Ponhixl an exclusive caste ;/ they have fpnmg originall]^ from 
bhe common people, and they have constantly been frlshly 
recruited by an influx from the agricultural p<4>ulation and 
the forking classes. They fom a minority of the whole 
population ; but they are muc^'more Numerous than the upper 
classes were, and thus, wlv^ gainin^&e liWity of the indivi^Jial 
for themselves, they increased very largely the number of( 
those who possessed the inestimable advantage of having an 
active share of t)ie common human civilization. Although at 
first they spoke only in their own behalf, when claiming justice, 
they were driven gradually by the logic of their case to employ 
arguments which had universal application, and pointed 


towards the ultimate enfranchisement of the eflti^ nation 
from bondage, and from the ^prerogatives and prejudices of 
the privil^ed classes„the Nobility and the Clergy, The climax 
of tlfis £reat ^crusade of the mi(|dle classes against the unjust 
power which the few held ‘during long ages over the majority 
of the natibns, was reached when the French Revolution pro- 
daimed Libert^, Egalite, Frateimit^ 1 
The revolution miscarried, whic\i cannot*^8urprise us when 
we insider the shallow ^nd dogmatic character of th( philo- 
sophy of enlightenment, the ideas which the revAution was 
intended to materialize, and the gross ignorance of the Iowa 


classes of that time. The ^middle classes who had stage- 
msfldaged the revolution were staggered when they saw how 
it*^ developed, and ^hey haile<i the new Cssar as a 
saviour. 


But a new idea had been expressed. It ha^ become a living 
force in human evolution, and can %ever |[gain be removed. 
It has filename power of kindling the imagination and rousing 
tiK oithus&sm of^nah now as w ha(f on the day when the 
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ifrtAdi {vessnre tint atgums^ that mre once wntd 
by^llteSldilledasses to wi& and defend their rights, the workiBg 
to-day may^still Aid dieful weapons fax atCadt and 
df fe^ & tfat fight winch they now in their tom carry on. for 
obtaining the very same rights. All attempta wlsstL the mi^e 
Ssift haveltince m^de, and in some countries still mai:e ts 
put obstacles in the way, and tcf prevent the full political 
emancipation ^ the working classes, have proved and will 
proven futile. Such gk movemeni| once started, cannqiK be 
iprevinted from finally reaching its predestined goal. 

Political Aghts are one thing; to reach a status of full 
equality in social life is a dmerent matter altogether. The 
French Revolution j^cAdd not^ have benefited the working 
clq^ses of Europe very much, had not, the Industrial Revolution 
► of England at the very same time changed entirely the con- 
ditions* of production. Tffis latter revolution came as the^ 
ripe fruit of the gradual evolution of sciendt during the pre- 
ceding centuries, and of the steady development of the com- 
merce and industries of England which was the result of her 
free constitution and her command of the seas. 

Che I’reifch political, the English economic revolution, and 
emancipation <if the midAe classes came to pass much 
juore as the final outcome of the preening evoluUion and of 
the inherent energy of new anii life-giving ide^s thqj 4s the 
consequence of4;he actions oi the so-called leaders. As a rule, 
their .qualification mainly consisted in the happy cTrcivnsl&nce 
that they were present at the* time when the events in w^cii 
they took such & prominent part were due to happen. And 
that yie middle classes brought hgme their victory wat the 
reward fo? their haviag received and assimilated the ideas that 
decided the evoluticm, particularly the idea that they^had not 
only rights but also duties. 

From t^ the working classes must learn. Their material 
and moral conditions havg been much improved during \he 
time which has elapseS since tlie FrenA Revolution. In most 
of the countries w^ch are inhabited by the white race, general 
and compulsory^educatlbn has bee% introduced. It is not 
neariy so good as it might be; but, for the first ^ime in the 
hbtory of the world,* entii4 nations bavC now obtained tfac^ 
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step forward in fhe direction of preparing ^em for the i^ptjon 
and the assimilation of the ideas whi^ enshrine our dviSzation t 
Industrial and oompif rcial Shcti^ty have been sojnuchwin- 
crcipsed, so many men of the keenest intellect have Embodied 
their new dnd fmitful ideas in machinery %nd buildings of all 
4dnds, that these in themselves are the mol|; instrj^^ve 
object lessons, which mi^y tand to develop the reasoning 
faculties of the millions who ate brought inl() daily contact 
witht. them. The newspapers constai)^ly disseminate in a 
popular form the leading ideas of science, and new idlas oL 
!tWcs and morals. Wages are not as high as the friends of 
the forking classes might wi^ them to be; but they are 
cnuch higher than in the past agtt, whill l^purs of work have been 
constantly shortened. Xhe working clasps of to-day have 
therefore opportunities of self-education such as have nevei^ 
before been open for people of their class. * 

And the middle classes have not bean satisfied by having 
won political and social rights for themselves, but the majority 
oi people who belong to thjs class, and decidedly their best 
riements, have long been labouring enthusiastically and loyally 
for the intellectual and moral uplifting of the maj3rit]^of tleir 
nations. They have been fillecl with the grand idea of liber^ 
and equaMty so mucjfi, that it has completely moulded theif 
entii4^ gF)ncepj:ion of life ; ani ^hey are looking forward with 
bright hope to its general and glorious realization. 

The woridng classes, if they will open their eyes and ,look 
wi&out bias on the world of to-day, must acknowledge that 
everything is working in their favour, and that they have 
gooQ and strong supporter of their cause when they strive for 
obtaining full citizenship and co-partee^hip in^he great 
inheritaW of humanity, the ideas of our civilization. But 
yiey will never reach the promised Land unless they fully 
learn to appreciate the great truth that citizenship means not 
oi^y rights, but quite as much corresponding dutieg; In a 
community all are servlnts of Vie whoie,* whether our individual 
position is that of a capitalist and employer, qr a labourer and 
wage-earner. The fina^ victory of tfie worl^ng classes will be, 
KIta all^piogress of civilization, an intellectual and moral 
Matorv over their ftwn* bad habik an(f shortcomings. When 
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Not flbfore the entire jmpulation has grown to •participate 
in the great inheritance of ittelleatual and moral ide& wMch 
coSutut? opj civilizalion will humaif culture cease to.be 
artificled, narrow-minded, and egoistically benb by the ^w, 
vrlSb have exclusive privilege of it. Only when poets,^ 
musiftans, and artists^have th^ entj^e nation as their patrons 
can they be inspired to produae their verylaest ; religious and 
philoswhic teachers will not easily |o far wrong when everyone 
is able to read and control what the^write ; and the intellectual 
^oy of knowledge itself will be many times enhanced when we 
have the feeling that we shar^ it with all our fellow men and 
women, 

V EJurope with its many nations and races who all speak 
oifferent languages, with ite old quaint cities, and its old- 
fashioned diplomacy and many curious old-faehioned customs, 
with the different classes who live side by side without mingling ; 
in short, this very old Europe, which is the final product of 
centuries of warfare and of thought, of changes innumerably^ 
an(^of conservatism, reminds one of some of the fine old English 
castles. •Their oldesj parts may^ate from the Normans ; they 
\Are rebuilt during the Renaissance; they have tonstantly 
Ifeen added to and altered by sigccessive owners, and jje^ntly 
electric light aqjl modern saftitary arrangements have been 
laid in, making them with their parks and well-kepkla^ns^he 
I mosif delightful and attractive ^des of man. But in spite o( 
all changes they retain that wonderfully fine incrustation with 
which time only can embellish the works of man. Lef me 
relate Sn anecdote whjph I once rea3. •A self-made American 
millionaire visited Ane of these castles, and, greatly aflmiring 
, the lawns, he went up to a gardener who was roUijg the gras^ 
asking ho# he might obtain similar lawns at his house* in 
America »5 “ Well,” was the reply, “ cut the grass and roll^, 
as I am doing now ; ke^ on ^oing tl^ same fcg a hundred 
years or more, and you will get it.” 

There is not m\ich of this kind of incrustation yet on things 
in the New Worlcft but in its place tliey have won^something 
else which is equally vaAuabl^ Being u^eltered bf feudally ^ 
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flass di^iofotion4 okl«£a!^uoiied institutioitf, the Coloniee 
were free to biiUd up a demogratic conSmonweal in wfaich a 
mip ^as ^respected, not because of his parentage social 
advantages, but in pioporti^ asche did go^ honest work and 
was a useful member %f his community. 

tlontinuky^ traditions, differences of temperament and cus- 
•toms, which have their roots in the far-away ]Wt, give 4ife, 
variety, and colour. A democracy, wh£n fully developed as in 
the New World, o{fens up for eMsryone the prospects of success, 
anc^ infuses an amount of energy and enthusiasm into the 
entire people which is unknovm in tlfe more easy-gomg Old 
World. The two great sections of the white race, those wh6 
have remained in their old hontes, and those who have peopled 
the^)ther continents, have tj|ferefor( much to learn of each^ 
other ; and the civilization of tk^ futhr^will probably be a 
more or less happy blend of the qualities of both. ' 

The United States have alread^f <been a most powerhil school 
of democracy fsr Europe. Millions of ^people have left their 
homes to emigrate to the States. Their letters to their relations, 
and their visits to the old country, have already exercised an 
^jnfluence on the common people of Europe which it is quite 
impossible to overrate. The other day I saw a iarge nuipber 
of Russians who passed Christiania on thfir way fronf America 
to thein own country. They were quite Americanizid* 
sma(rt^ dressed, and looked entirely different from what th^y 
may be sup'posed to have beeli when they^rst went to the 
grfcat Jlepublic. 

^ *rhe remarkable capacity o( the Americans for assimiSatingf 
and completely changing the nlany awkward elements of 
stringe races which they have absorbed in such a short time 
will contribute greariy *to make the^pulation^b^f ^the Old 
World^more democratic. ^ 

The tendency of business is working in the same direction. • 
"Races, languages, creeds, ^customs, and all locU forms of 
civilization have always had a tendency to m&e people ex- 
ctoive, suspicious of^strang^rs, anjJ, Conservative. Th^ are 
precisely the conditions under which it has been possible to 
maintain so many of the unjust privileges and prerogatives of 
the favoured few which still abound in so mShy parts of Europe. 
The natio&ality novement, iltlii^mgh It has had its histofica! 
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mlsskm, is in its innermost roots r§actionars^''alid»has contr^ 
bifted largely to keep alive animosities amqpg the various 
countries which are quite*antagonistic to the bes( and most 
pronging ideas in modem cbiliz|tion, ^hich distinctly point 
to arututf wh^n there Ml be mutual ucrterstanding and warm 
S3mipalhy between the natk)ns. It is this antagonism upl>n 
wlfbh the Pijptectionist policy of economic war of all against^ 
ail h^ been allowed tb thrive, to the great detriment of the 
consumers for th? supposed benefit o^he prc^ucers, particularly 
the big^nes. 

BulMsusiness is ess?ntially^inteAiational ; and commerce, 
^rhich has malle such enormous progress during the last genera- 
, tion, has not troubled itself much about frontiers. It has 
passed over the highest tarifl^ walls, and it has been d)usy 
weaving a network of steong Aonomic interests which has 
^und the many nations of Europe, *\ind of the entire world, 
closer tfnd closer in a bond of the strongest economic and 
financial community. ^ The friendly feelings of mutual helpful- 
ness, of dependence upon each other, with demands of exchange 
of products and of reciprocal services, must in the long run act 
as an irresistible solvent upon unfounded suspicions and 
unieasonabl^ national animosities. Unrestricted internationaT 
trade is^he most pojent factor In the cause of peace and good- 
will among the nations. There is no permanent /langer in 
keeping up the many national gtates of*Europe, the pejrified 
results of the historical evoliltion t)f the past, ^ovicfed com- 
merce^ is allowed free play to make of our continent an indis- 
soluble economic unity. , • 

Innumerable and conflfcting forces, old and new ideas 
njingled, external and internal influences, have been at |vork 
during thf last few g^erations to r&asg the civilization of the 
white race in the (Jld as well as in the New World. That the 
results have not yet become fully harmonious is not to be 
wondered^^. For the industriSl revolution winch bega^j in* 
the second half of the eighteenth century has so comple^ely 
changed the producti^e^and ^conomi# conditions of human 
existence that nothing can properly be compared to this chaftge 
except the prodS^tive resolution which took place when man 
substituted metcft for stone as the material of his tool^ What 
is really a rilarvel is*the ^iMerful tlaslicity o> the human 
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imd wUdt«llas^made it' 4 >essible fbr 
this t^ansmutatipn in a comparativeiyjhort tSbkwithout 
far mor^ serious social and econoniic ca,tastrophies tr£n have 
^ actual!}!*, accompanied this i 9 ^neMe change. 

The stead}r current hf the'democratift movement ^cniJas 
grdduall}r trajisforming the social «8tructuie even in tbfe con* 
^ei^ative Old World, has, however, now been Iwken 1^* the 
catadl}rsm of the horrible World War which is stul raging and 
devastating Europd; « / 

During many years civilization has been constantly 
threitened by the never-^easiilg menace of ihe aggressive 
military system of the Hohenzollems. How vary real this^ 


danger was can best be measured by the immensity of the 
forceJ^ which have had to be ij(fobiliz#d to meet the “ mailed 
fist of the Emperor William.'- f • 

In a previous chapter^ I have attempted to describe the 
f process by which the Hohenzollems dynasty have, dui^ng the 




five hundred yearc of their rule in the half Wendic Brandenburg, 


educated first the Brandenburgians and the Prussians, after- 


wards the entire German nation, to become a conquering 
military people of the same stamp as the military states of 
antiquity. This country which is the strongliold of |he 
remnants of the feudal nobilily of the IJiddle Ages,\as an 
anachronic, a survival of the anti-democratic tendencies ot 
past ^es, in spite of its marv|llous commercial and industriaf 
renaissstAce of the last forty yeaVs. The Gergians boast, and 


they undoubtedly believe what they are saying, that they are 
the 'only cultured people in th§ world. They really thodght 
t&at they were destined by Providence tor become, as the 


Romans of old, the masters of the whole world. Pax German; 
orum should be the modern rendering^! Pax Rdhanorum. 
In their efforts to make this dream a realit 3 f they have thrown 


down their gauntlet, not to one or two nations, but to the whole 
of hpmanity ; and not only the soldiers on the ba|tKfield, but 
inig^erable spies and incendiaries in neutral countries have 
committed in^the namebf '' Kultur^’ ^eonost brutal atrocities. 

7he gauntlet has been taken up, however, and the result of 
the war which the Emperor so ligh% declare is a 'foregone 
*■ o(Hidusio|i. The world 4rill be saved for eve^ from the posst- 
ability of fafilng undfr German Hohenzolleni 
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tteir ally^ d^^tic Halsifbijrg dynasty, 

^ away %o, return^ rid m^. "W^at the fut]^ df 

the nation itself ^ill be, is more dif^ciHt to forecast. 

It will depend upon hOw f a^ it will be able to ridntiStelf of the 
^iMbousJdeas with which its ruftrs haye filled the overheated 
natioi^l braid. • 

^{he war itself, ju^ as it has been thj most immense business 
undpitakingif which there is any record, so it has also evoked,* 
to an extent which no one c^Id llhve dij^amed, the energy, 
gallfintry, and Inthusiasm of the millions of civilians of all 
xiationt who have been sudd^ly c^led upon to be soldisgs in 
defence of tj^eir homes and liberty, and their very right to 
exist. The population at horpe has been enlisted as well as 
the young men who ht^e gore to the front. While hgving 
to submit to the CTentest.^rivltions, they have had to exert 
themselves almost to the breaking#point in order to keep 
^hings going and supply th^ armies. The efficiency of labour 
in the belligerent countries has risen in a jnarvellous way. 
Women have taken their place by the side of men, or in place 
of men,' both in the munition factories and in the ordinary 
walks of civil occupations. 

Never be|pre in the history of our race has there been 8 
siitSlar^liose, intimate, and hear^ partnership and co-operation 
between different nafions as the one which has bound the Allies , 
together during this long war. France has once more ylen- 
didly demonstrated her right^toPtcfJce the lead iif the%)rward 
march of civilizaRon, and has abundantly proved that she i«ras 
not,, as the Germans fondly believed, a degenerate ffiation. 
The British Empire, which,the*Germans hoped would at onci 
fall to pieces, has shown that it is more than a sounding npme. 
The Auglg|Saxon.race of all the Caloipes has rushed to the 
assistance of the motlftr country. And the great deqjiocratic 
Republic of North America has thrown the immeasurable weight 
of its reso\^ces into the scale. Russia has shakeif off the yoke % 
of its autocrsftic Czardom, and its revolution will advance n5^t 
powerfully the cause ^f dfmocracy i|f all countries. Little 
Belgium will rec^ve full Compensation for the mJterial Iosifs 
she hai^ *siftered,^ pnd she has for ever gained the admiration 
of the world, like^erbia and Montenegfo, by their herojsm. 

The war gnd the ^n^at cause of jdef^ating wanton 
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sc^^^lmiian et^jf£s,i)oy^ n68% dl 
togetW Intone purpose. The effeM;s 
coiiipuh^% linion ^*not ^^Mipe§Xf 
peaceful conditions haire one? more beetk 
^ little globe. o( ours. ^ ^ 

Many misunderstandii^, many national and raqial animaii- 
ties will for ever have disappeared froai intemHiofleal ftter- 
course. And similar indt^ence'^ will make ^hentsehros felt 
within the different nations that have taken part in tl)(U Rag- 
nardk. When the milliodkire l«nd thO poor workinf\|j^ 
have been together as fellows in the trenches f^ months 
years, sharing equally danprs, discomforts, and honours, t|fe^ 
can w^ver meet again in civil life on luite the same standing 
as before, and when an unsurpassab^cnaShi of social distinction 
and^atupid social animosities separated them. The levmdg 
f and democratic influence of this hig war will contribu^ veryf^ 
md|^ to make social intercourse as well as political institutioifc' 
in all European countries much more democratic than they 
were before it commenced. < „ * 

But after all, democracy, 4s all other moral improvements, 
must come from within, although external infljjiences may 
help or retard it. The belligefent countri|s will have Is some 
^ recompense for all their^ sacrifices this advantage over the 
neutij^s who have been spaj^ed from the losses, that theif 
workmgf clasles after ther warfare likely to increase their 
eflSoiency qf labour much more rapidly than their fellows in 
theciei&ral countries. For not only has efficiency of labour in 
tae belligerent countries increased very considerably as a 
resu^ of the pressure for war materials, but the management 
of industrial concerns ^and of labour has been revq^tlonized 
to an e^nt of which people in other ^Ulitries can have no 
proper idea. And this increased effectivity of methods and 
tfeffldency of labour will be pennanently retained. 

^his war has done mote than anything else coiAd have done 
in such a short time tp intensify ban’| imaginative power of 
ccihting new ideas, and by caKising in imm^se moyement in 
^ entire mass of humanity it has Ij^ewise given new'anH M 
ideas a much more rapid circulation and intdisity of influence ' 
thaii ever before. 
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« 

Among the ideas which have %een slowly gaining groiiii€ in 
the ptst two or three ffenerations was thA of the unity and 
solidarity of the whole human race ajid of the •hupan cnind. 

wgr has had one ciftioul and ^unforeseen consequence! 
Th^ relative importance of Europe as the ancient s^t ol 
^ulture and economic power has &r some tibie been slowly 
ail4 almo#; imperc|ptibly decreasing because of the growing 
importance and development of |he otl^r continents. 

This tendency will be very considerably strengthened as 8 
result of the war. JTot on^ will^he further economic progress 
of*our continent be delayed by the enormous loss of capital 
und life wfdch the war causes, but the participation as active 
partners in the war by the United States, the self-governing 
British Colonies, Indi^ and Jl^an, will increase to an enormous 
BKtent the polftical importance that greater part of the 
worl^ which is situated outside of Europe. One of the mosi 
difficult problems of the future will be to find a way of arranging 
in a more satisfactory manner than hifiierto the relations 
between the white rac^itfid the other races, which also belong 
to the great human family of homo sapiensy and to the solution 
of this pjpblem the war will also have contributed. 
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